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[Attorneys for Plaintiff]
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Michael S. Bissell
CAMPBELL, BISSELL & KIRBY, PLLC
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m bissell@cbklawyers.com
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_ _ U S Mail, Postage Prepaid
Hand Delivered
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-L'Email

David A Gittins
LAW OFFICE OF DAVID A. GITTINS
P.O, Box 191
Clarkston, WA 99403
david@gittinslaw. com
[Attomey for Defendants Duclos and Freeman]

_ _ U.S, Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy

Michael E McNichols
CLEMENTS BROWN & MCNICHOLS
321 13th Str'eet
Lewiston, ID 83501
mmcnichols@clbtmc.com
[Attomeys fOI Defendant R.. John I aylOI]

~Email

_ _ U.s, Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
-L~Email
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David R., Risley
RANDALL, BLACK & COX, PLLC
P"O. Box 446
1106 Idaho Street
Lewiston, ID 83501
David@rbcox com
[Attomeys for Defendants Connie Taylor, James Beck
and Conine Beck]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Ovemight Mail
_ _ Ielecopy
-LErnail

James L Gatziolis
Charles E.. Harpel
QUARLES & BRADY LLP
300 North LaSalle Street, Suite 4000
Chicago, IL 60654
james gatziolis@quar1escorn
char les ,hruper@quarJescorn
[Attorneys for Crop USA Insmance]

_ _ U ,S ' Mail, Postage Prepaid
Hand Delivered
_ _ Ovemight Mail
_ _ Telecopy

Charles A Brown, Esq
324 Main Street
Lewiston, ID 83501
CharlesABr own@cableone.net
[Intervenor, 401(k) Profit Shruing Plan]
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Hand Delivered
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RODERICK C. BOND, ISB No. 8082
SMITH, CANNON & BOND PLLC
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
MICHAEL S. BISSELL, ISB No. 5762
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201
Tel: (509) 455-71 00
Fax: (509) 455-7111
Attorneys for Plaintiff Reed J. Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STA TE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

v.
AIA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TA YLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208
PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION
AND SECOND SET OF
INTERROGA TORIES PROPOUNDED
TO DEFENDANTS JAMES BECK
AND CORRINE BECK

Defendants.

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
SECOND SET OF INTERROGATORIES
TO DEFENDANTS BECKS - 1

EXHIBIT
AFFIDAVIT OF RODERICK C. BOND

TO:

JAMES BECK and CORRlNE BECK, Defendants; and DAVID R. RISLEY their
attorneys;
Plaintiff Reed Taylor submits the following Requests for Admission, Interrogatories and

Requests for Production of Documents ("Requests" or "Request"). Pursuant to Rules 26,33, 34
and 36 of the Idaho Rules of Civil Procedure, you are required to provide Admissions, Answers
and Responses (and requested documents) within thirty (30) days from the date of service. Each
Request is required to be answered on the basis of your entire knowledge. You must furnish all
requested information that is known by you (whether or not in your control or possession),
possessed by you or any other party, available to you, or possessed or available to any of your
attorneys, consultants, representatives, experts, or other agents and supplement such information
as required under Civil Rules. Each Request for Admission must be answered in accordance
with Civil Rules. Type the Admission, Answers and Responses in the spaces provided, adding
additional pages if more space is required. Return the original to this office.
1.

DEFINITIONS

A.

The term "document" or "documents" shall mean and include, without limitation,

the original (or any copy when the original is not available) unless otherwise stated, and any nonidentical copy (whether different from the original because of notcs made on such copy or
otherwise) or writings of every kind and description whether inscribed by hand, mechanical,
Dictaphone, electronic, magnetic, computer, PDA, microfilm, digital photographs, photographs
or other means, as well as other phonic statements, conversations or events and including, but not
limited to any and all: papers, general ledgers, check registers, agreements (including
modifications), contracts (including modifications), letters, e-mails, e-mail attachments,

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
SECOND SET OF INTERROGATORIES
TO DEFENDANTS BECKS - 2
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electronic calendar entries and notes, electronic files, PDF files, word processing documents and
files (e.g., Microsoft Word, Excel and the like), cables, wire transfers, loan applications, credit
applications, loan documents, appraisals, loan closing documents, loan guarantees, checks,
canceled checks, deposit slips, cashier's checks, copies of cashier's checks, wire transfer
instructions or authorizations, interoffice memos, automatic deposits, automatic withdrawals,
credit authorizations, account inquires, financial statements and balance sheets presented to any
lender or prospective lender, opinion letters, opinions, valuations, stock valuations or appraisals,
spreadsheets, stock certificates, meeting minutes (including board of directors and advisory
boards), board resolutions (including advisory boards), state or federal securities filings or forms
(whether in paper or electronic form), all tax forms (including, without limitation, 1099, W-2 and
W-4 forms)

prospectuses, private placement memorandums,

subscription agreements,

shareholder resolutions, shareholder agreements, confidentiality agreements, employment
agreements, non-compete agreements, accounting analyses, all papers and writings referencing
any action taken by the board of directors or shareholders (including advisory boards), notes of
board meetings or advisory board meetings, notes of office meetings, financial statements,
balance sheets, statements, payroll documents, notes, memoranda, correspondence, telegrams,
documents in employee files, commission reports, income statements, vouchers, estimates,
patents, books, planners, annual reports, correspondence, notes, training manuals or documents,
manuals, employee handbooks, internal messages and memoranda, letters, demand letters,
notices, reports, studies, invoices, compilations, studies, tables and tabulations, tallies, maps,
telegrams, requests for information, records, diaries, reports, logs, photographs, illustrations,

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
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AFFIDA VIT OF RODERICK C. BOND

models, time sheets, working papers, employee notebooks, accountant work papers, applications,
account signature cards, account opening forms or related forms, laboratory data, press releases,
brochures, vouchers, credit reports, credit applications, bond applications, bonds, bank account
statements, drawings, estimates, bids, plaques, diagrams, plans, photographs, video tapes, plans,
summaries, revisions, drafts, compilations, tallies, tables and tabulations, studies, maps,
schedules, schedule updates, records, reports (including daily, weekly and monthly reports,
diaries, logs and the like), computer stores or computer-readable data, computer print-outs,
purchase orders, instruments, journals, messages, emails and email attachments (including,
without limitation, all emails, draft emails, emails or electronic attachments and/or files sent or
received in an original, carbon copy or blind carbon copy form), electronic calendar entries and
notes (e.g., Microsoft Outlook), expert witness reports, pleadings, deposition transcripts, hearing
transcripts, administrative documents and transcripts, affidavits, declarations, any and all
communications whatsoever, and any other writing of whatever description or form contained in
any storage device or in any computer although not yet printed, including docmnents stored on
computer tape, back-up tapes or drives, computer runs, electronic files, computer cards, PDAs,
disks, diskettes, CD-ROMS, Zip Disks, hard drives, removable storage device, flash drives,
removable and/or portable hard drives or storage device of any type, laptop and tablet computers,
portable electronic devices, cell phones or any other storage device, carbon, photographic copy,
preliminary tape or version of any such material the contents of which differ in any respect from
the original. If a document has been prepared in more than one copy, or if additional copies have
been made, and the copies are not identical, or have undergone alteration, each non-identical

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
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2.

REQUESTS ARE CONTINUINGITIME PERIOD

These Interrogatories and Requests for Production are ongoing and you have a duty

t~

supplement and provide additional information, documents, responsive answers, and
supplemental responses as additional information becomes available to you. These Requests
for Production and Interrogatories include, but are not limited to, the time period from
Januarv 1, 1983. through the date this litigation is concluded against all pal-ties to tbis
action.

INTERROGATORY NO.9:

Identify and state with particularity the names and addresses of

all creditors of AlA Services and its Subsidiaries and the amount owed to each creditor as of July
22,1995, August 1,1995 and July 1, 1996, respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 89: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory.
RESPONSE:

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
SECOND SET OF INTERROGATORJES
TO DEFENDANTS BECKS - 9
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INTERROGATORY NO. 10: Identify and state with particularity the names and addresses of
all creditors of ALA Services and its Subsidiaries and the amount owed to each creditor as the
date of your answer to this Interrogatory.

RESPONSE:

REQUEST FOR PRODUCTION NO. 90: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the infonnation requested in the preceding Interrogatory.

RESPONSE:

INTERROGATORY NO. 11:

Identify and state with particularity the amount of ALA

Services' earned surplus or deficit as of July 22, 1995, August 1, 1995, and July 1, 1996,
respectively.

RESPONSE:

REQUEST FOR PRODUCTION NO. 91: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,

PLAfNTIFF'S SECOND SET OF
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correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory or the amount of earned surplus.
RESPONSE:

INTERROGATORY NO. 12:

Identify and state with pmiicularity the amount of AlA

Services' capital surplus or deficit as of July 22, 1995, August 1, 1995, and July 1, 1996,
respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 92: Produce all documents 0)ee above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory or the determination of the amount of
capital surplus.
RESPONSE:

REQUEST FOR PRODUCTION NO. 93: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,

PLAINTIFF'S SECOND SET OF
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correspondence, le11ers, expert witness reports, etc.) that evidence, refer, or relate in any way to
your asserted solvency or insolvency of AlA Services on July 22, 1995, August 1, 1995, and July
20, 1996, respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 94: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the due diligence conducted by you or any other person, agent or attorney for AIA Services o,r
any of its subsidiaries in connection with the redemption Reed Taylor's shares and/or
restructuring of the debt owed to Reed Taylor.
RESPONSE:

REQUEST FOR PRODUCTION NO. 95: Produce all documents (See above definition for

"documents" e.g" notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the negotiations and agreements to redeem Reed Taylor's shares.
RESPONSE:

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
SECOND SET OF INTERROGATORIES
TO DEFENDANTS BECKS-12
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REQUEST FOR PRODUCTION NO. 96: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements,

agreement~,

correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the due diligence conducted by you or any other party, officer, board member, committee,
attorney, representative, or any other person or entity pertaining to redemption of Reed Taylor's
shares.
RESPONSE:

REQUEST FOR PRODUCTION NO. 97: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your negotiations or the negotiations of AlA Services' board or its committee established for the
board of AlA Services to negotiate, finalize and/or consummate the redemption of Reed Taylor; s
shares.
RESPONSE:

REQUEST FOR PRODUCTION NO. 98: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to

PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION AND
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the calculation or detennination of earned surplus (or deficit) for AlA Services.
RESPONSE:

REQUEST FOR PRODUCTION NO. 99: Produce all documents (See above defmition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your due diligence, considerations, appraisals, valuations, asset values and/or surplus as to AlA
Services' ability to redeem Reed Taylor's shares or your willingness to invest in AlA Services.
RESPONSE:

REQUEST FOR PRODUCTION NO. 100: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the Lewis-Clark Mortgage, including, without limitations, any and all payments relating to the
mortgage.
RESPONSE:
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plans, commission reports, projections, premium reports, and all other documents pertaining to
the commissions, revenues, or income of AlA Services and all of its subsidiaries.

RESPONSE:

REQUEST FOR PRODUCTION NO. 107: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your or AlA Services' efforts, attempts, andlor due diligence relating in any way to a public
offering of shares in AlA Services or any of its subsidiaries.

RESPONSE:

REQUEST FOR PRODUCTION NO. 108: Produce all documents (See above definition for
"documents" e.g., notes, em ails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
all documents used to compile, draft andlor complete AlA Services andlor AlA Insurance's
financial statements, including, without limitation, the footnotes, commentary, or opinions
relating to such financial statements.

RESPONSE:
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American or any other insurance company relating in any way to selling or placing crop
insurance or revenues derived from the foregoing.

RESPONSE:

REQUEST FOR PRODUCTION NO. 112: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
communications, correspondence, agreements, payments, bonuses, commissions, contracts or
arrangements between AIA Services (See definition above) and Trustmark.

RESPONSE:

REQUEST FOR PRODUCTION NO. 113: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to any and all demands, notices or lawsuits pertaining to any party (including yourself),
shareholder or creditor's demand that the redemption of Reed Taylor's shares be rescinded or
that AlA Services or any other party take any action pertaining to the redemption of Reed
Taylor'S shares.

RESPONSE:
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any of its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 117: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to the fair-market value of all assets of AlA Services and its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 118: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, agreements or communications between you and Ali\
Services (See definition above).
RESPONSE:

REQUEST FOR PRODUCTION NO. 119: Produce all documents (See above definition for
"documents" e.g., notes, emaiIs, electronic files, canceled checks, pleadings, statements,
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agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, communications or agreements between you and any other
Series C Preferred Shareholder of AlA Services (regardless of whether or not presently or
fonnerlya holder of such shares).
RESPONSE:

REQUEST FOR PRODUCTION NO. 119: Produce all documents (See above definition for
"documents" c.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, communications or agreements between you and RJ
Holdings Corp or any documents that relate in any way to RJ Holdings Corp.
RESPONSE:

DA TED: This 1t h day of April, 2009.
SMITH, CANNON & BOND PLLC

CAMPBELL, BISSELL fRBY PLLC

By:_f---=--fffi-f--II _ _
Roderick C. Bond
Michael S. Bissell
Attorneys for Plaintiff Reed J. Taylor
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RODERICK C. BOND, ISB No. 8082
SMITH, CANNON & BOND PLLC
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
MICHAEL S. BISSELL, ISB No. 5762
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201
Tel: (509) 455-7100
Fax: (509) 455-711]
Attorneys for Plaintiff Reed J. Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J . TAYLOR, a single person,
Plaintiff,

v.
AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TA YLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208
PLAINTIFF'S SECOND SET OF
REQUESTS FOR PRODUCTION
AND SECOND SET OF
INTERROGATORIES PROPOUNDED
TO DEFENDANT CONNIE TAYLOR

Defendants.
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TO:

CONNIE TAYLOR, Defendant; and DAVID R. RISLEY her attorney.
Plaintiff Reed Taylor submits the following Requests for Admission, Interrogatories and

Requests for Production of Documents ("Requests" or "Request"). Pursuant to Rules 26, 33, 34
and 36 of the Idaho Rules of Civil Procedure, you are required to provide Admissions, Answers
and Responses (and requested documents) within thirty (30) days from the date of service.

Eac~

Request is required to be answered on the basis of your entire knowledge. You must furnish all
requested information that is known by you (whether or not in your control or possession),
possessed by you or any other party, available to you, or possessed or available to any of your
attorneys, consultants, representatives, experts, or other agents and supplement such information
as required under Civil Rules. Each Request for Admission must be answered in accordanc'e
with Civil Rules. Type the Admission, Answers and Responses in the spaces provided, adding
additional pages if more space is required. Return the original to this office.

1.

DEFINITIONS

A.

The term "document" or "documents" shall mean and include, without limitation,

the original (or any copy when the original is not available) unless otherwise stated, and any nonidentical copy (whether different from the original because of notes made on such copy or
otherwise) or writings of every kind and description whether inscribed by hand, mechanical,
Dictaphone, electronic, magnetic, computer, PDA, microfilm, digital photographs, photographs
or other means, as well as other phonic statements, conversations or events and including, but not
limited to any and all: papers, general ledgers, check registers, agreements (including
modifications), contracts (including modifications), letters, e-mails, e-mail

attachment~,

electronic calendar entries and notes, electronic files, PDF files, word processing documents and
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"

files (e.g., Microsoft Word, Excel and the like), cables, wire transfers, loan applications, credit
applications, loan documents, appraisals, loan closing documents, loan guarantees, checks,
canceled checks, deposit slips, cashier's checks, copies of cashier's checks, wire transfer
instructions or authorizations, interoffice memos, automatic deposits, automatic withdrawals,
credit authorizations, account inquires, financial statements and balance sheets presented to any
lender or prospective lender, opinion letters, opinions, valuations, stock valuations or appraisals,
spreadsheets, stock celiificates, meeting minutes (including board of directors and advisory
boards), board resolutions (including advisory boards), state or federal securities filings or forms
(whether in paper or electronic form), all tax forms (including, without limitation, 1099, W-2 and
W -4 forms) prospectuses, private placement memorandums,

subscription agreements,

shareholder resolutions, shareholder agreements, confidentiality agreements, employment
agreements, non-compete agreements, accounting analyses, all papers and writings referencing
any action taken by the board of directors or shareholders (including advisory boards), notes of
board meetings or advisory board meetings, notes of office meetings, financial statements,
balance sheets, statements, payroll documents, notes, memoranda, correspondence, telegrams,
documents in employee files, commission reports, income statements, vouchers, estimates,
patents, books, planners, annual reports, correspondence, notes, training manuals or documentS,
manuals, employee handbooks, internal messages and memoranda, letters, demand letters,
notices, reports, studies, invoices, compilations, studies, tables and tabulations, tallies, maps,
telegrams, requests for information, records, diaries, reports, logs, photographs, illustrations,
models, time sheets, working papers, employee notebooks, accountant work papers, applications,
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account signature cards, account opening forms or related forms, laboratory data, press releases,
brochures, vouchers, credit reports, credit applications, bond applications, bonds, bank account
statements, drawings, estimates, bids, plaques, diagrams, plans, photographs, video tapes, plans,
summaries, revisions, drafts, compilations, tallies, tables and tabulations, studies, maps,
schedules, schedule updates, records, reports (including daily, weekly and monthly

report~,

diaries, logs and the like), computer stores or computer-readable data, computer print-outs,
purchase orders, instruments, journals, messages, emails and email attachments (including,
without limitation, all emails, draft emails, emails or electronic attachments andlor files sent or
received in an original, carbon copy or blind carbon copy form), electronic calendar entries

an~

notes (e.g., Microsoft Outlook), expert witness reports, pleadings, deposition transcripts, hearing
transcripts, administrative documents and transcripts, affidavits, declarations, any and all
communications whatsoever, and any other writing of whatever description or form contained in
any storage device or in any computer although not yet printed, including documents stored on
computer tape, back-up tapes or drives, computer runs, electronic files, computer cards, PDAs,
disks, diskettes, CD-ROMS, Zip Disks, hard drives, removable storage device, flash drives,
removable andlor portable hard drives or storage device of any type, laptop and tablet computers,
portable electronic devices, cell phones or any other storage device, carbon, photographic copy,
preliminary tape or version of any such material the contents of which differ in any respect from
the original. If a document has been prepared in more than one copy, or if additional copies have
been made, and the copies are not identical, or have undergone alteration, each non-identical
copy must be produced. If a document has been lost, destroyed, or is otherwise unavailable,
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7. If you object to answering only part of any Discovery Request, specify the part to
which you object and answer the remainder.
8. ANY OBJECTION WHICH IS NOT SO ASSERTED MAY BE DEEMED
WAIVED.
2.

REQUESTS ARE CONTINUINGffIME PERIOD
These Interrogatories and Requests for Production are ongoing and you have a duty

supplement and provide additional information, documents, responsive

answers,

to

and

supplemental responses as additional information becomes available to you. These Requests

for Production and Interrogatories include, but are not limited to, the time period from
Januar" 1, 1983, through the date this litigation is concluded against all parties to

th~s

INTERROGATORY NO. 13: Identify and state with particularity the names and addresses of
all creditors of AlA Services and its Subsidiaries and the amount owed to each creditor as of July
22, 1995, August 1, 1995 and July 1, 1996, respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 118: Produce all documents (See above definition for
"documents" e.g., notes, em ails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory.
RESPONSE:
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INTERROGATORY NO. 14: Identify and state with particularity the names and addresses of
all creditors of AlA Services and its Subsidiaries and the amount owed to each creditor as the
date of your answer to this Interrogatory.
RESPONSE:

REQUEST FOR PRODUCTION NO. 119: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory.
RESPONSE:

INTERROGATORY NO. 15:

Identify and state with particularity the amount of AlA

Services' earued surplus or deficit as of July 22, 1995, August 1, 1995, and July 1, 1996,
respectively_
RESPONSE:

REQUEST FOR PRODUCTION NO. 120: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic fIles, canceled checks, statements, agreements,
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correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory or the amount of earned surplus.
RESPONSE:

INTERROGATORY NO. 16:

Identify and state with particularity the amount of AlA

Services' capital surplus or deficit as of July 22, 1995, August 1, 1995, and July 1, 1996,
respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 121: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory or the determination of the amount of
capital surplus.
RESPONSE:

REQUEST FOR PRODUCTION NO. 122: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
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correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your asserted solvency or insolvency of AlA Services on July 22, 1995, August 1, 1995, and July
20, 1996, respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 123: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the due diligence conducted by you or AlA Services (See definition above) or any of its
subsidiaries in connection with the redemption Reed Taylor'S shares and/or restructuring of the
debt owed to Reed Taylor.
RESPONSE:

REQUEST FOR PRODUCTION NO. 124: Produce all documents (See above definition for

"documents" e.g., notes, em ails, electronic fiIes, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the negotiations and agreements to redeem Reed Taylor's shares.
RESPONSE:
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REQUEST FOR PRODUCTION NO. 125: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the due diligence conducted by you or AlA Services (See definition above) pertaining to
redemption of Reed Taylor's shares.

RESPONSE:

REQUEST FOR PRODUCTION NO. 126: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
AlA Services' (See definition above) negotiations or the negotiations of AlA Services' board or
its committee established for the board of AlA Services to negotiate, finalize and/or consummate
the redemption of Reed Taylor's shares.

RESPONSE:

REQUEST FOR PRODUCTION NO. 127: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the calculation or determination of earned surplus (or deficit) for AlA Services.
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RESPONSE:

REQUEST FOR PRODUCTION NO. 128: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
ALA Services' due diligence, considerations, appraisals, valuations, asset values and/or surplus
as to ALA Services' ability to redeem Reed Taylor'S shares.
RESPONSE:

REQUEST FOR PRODUCTION NO. 129: Produce all documents (See above definition for
"documents" c.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the Lewis-Clark Mortgage, including, without limitations, any and all payments relating to the
mortgage.
RESPONSE:

REQUEST FOR PRODUCTION NO. 130: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
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REQUEST FOR PRODUCTION NO. 136: Produce all documents (See above definition for

"documents" e.g., notes, em ails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your or AlA Services' efforts, attempts, and/or due diligence relating in any way to a public
offering of shares in AlA Services or any of its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 137: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
all documents used to compile, draft and/or complete AlA Services and/or AlA Insurance's
financial statements, including, without limitation, the footnotes, commentary, or opinions
relating to such financial statements.
RESPONSE:

REQUEST FOR PRODUCTION NO. 138: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreement'>,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
AlA Services or AlA Insurance's applications or correspondence with the United States
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REQUEST FOR PRODUCTION NO. 141: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
communications, correspondence, agreements, payments, bonuses, commissions, contracts or
arrangements between AlA Services (See definition above) and Trustmark.
RESPONSE:

REQUEST FOR PRODUCTION NO. 142: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to any and all demands, notices or lawsuits pertaining to any party (including yourself),
shareholder or creditor's demand that the redemption of Reed Taylor's shares be rescinded or
that AlA Services or any other party take any action pertaining to the redemption of Reed
Taylor's shares.
RESPONSE:

REQUEST FOR PRODUCTION NO. 143: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
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any way to any AlA Services or any of its subsidiaries' board meetings, notices of board
meetings, board resolutions, shareholder resolutions, shareholder meetings, shareholder votes,
notices of shareholder meetings or correspondence to shareholders.

RESPONSE:

REQUEST FOR PRODUCTION NO. 144: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, agreements or communications between you (See definition
above) or ALA Services and Richard Campanaro, James Beck, Corrine Beck, Michael Cashman,
JI. andlor Michael Cashman.

RESPONSE:

REQUEST FOR PRODUCTION NO. 145: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to any fair value, fair-market value or other valuations or appraisals for AlA Services or
any of its subsidiaries.

RESPONSE:
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REQUEST FOR PRODUCTION NO. 146: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to the fair-market value of all assets of AIA Services and its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 147: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expeli witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, agreements or communications between you and AlA
Services (See defmition above).
RESPONSE:

REQUEST FOR PRODUCTION NO. 148: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, communications or agreements between you and any other
Series C Preferred Shareholder of AlA Services (regardless of whether or not presently or
formerly a holder of such shares).
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RESPONSE:

REQUEST FOR PRODUCTION NO. 149: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, communications or agreements between you and RJ
Holdings Corp or any documents that relate in any way to RJ Holdings Corp.

RESPONSE:

DATED: This 1t day of April, 2009.
h

SMITH, CANNON & BOND PLLC
CAMPBELL, BISSELL & KIRBY PLLC

By: _ _-r-............-=----Lf--_ _ _ _ _ __
Rodenck C. Bon
Michael S. Bissell
Attorneys for Plaintiff Reed 1. Taylor
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RODERICK C. BOND, ISB No. 8082
SMITH, CANNON & BOND PLLC
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
MICHAEL S. BISSELL, ISB No. 5762
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201
Tel: (509) 455-7100
Fax: (509) 455-7111
Attorneys for Plaintiff Reed J. Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STA TE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,
v.

AlA SERVICES CORPORATION, an Idaho
corporation; AIA INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
.
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208
PLAINTIFF'S FOURTII SET OF
REQUESTS FOR PRODUCTION
AND THIRD SET OF
INTERROGATORIES PROPOUNDED
TO DEFENDANT R. JOHN TAYLOR

Defendants.
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D

TO:

JOHN TAYLOR, Defendant; and MICHAEL McNICHOLS his attorney.
Plaintiff Reed Taylor submits the following Requests for Admission, Interrogatories and

Requests for Production of Documents ("Requests" or "Request"). Pursuant to Rules 26, 33, 34
and 36 of the Idaho Rules of Civil Procedure, you are required to provide Admissions, Answers
and Responses (and requested documents) within thirty (30) days from the date of service. Each
Request is required to be answered on the basis of your entire knowledge. You must furnish all
requested information that is known by you (whether or not in your control or possession),
possessed by you or any other party, available to you, or possessed or available to any of yo-qr
attorneys, consultants, representatives, experts, or other agents and supplement such information
as required under Civil Rules. Each Request for Admission must be answered in accordance
with Civil Rules. Type the Admission, Answers and Responses in the spaces provided, adding
additional pages if more space is required. Return the original to this office.

1.

DEFINITIONS
A.

The term "document" or "documents" shall mean and include, without limitation,

the original (or any copy when the original is not available) unless otherwise stated, and any nonidentical copy (whether different from the original because of notes made on such copy or
otherwise) or writings of every kind and description whether inscribed by hand, mechanical,
Dictaphone, electronic, magnetic, computer, PDA, microfilm, digital photographs, photographs
or other means, as well as other phonic statements, conversations or events and including, but not
limited to any and all: papers, general ledgers, check registers, agreements (including
modifications), contracts (including modifications), letters, e-mails, e-mail attachments,
electronic calendar entries and notes, electronic files, PDF files, word processing documents and
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files (e.g., Microsoft Word, Excel and the like), cables, wire transfers, loan applications, credit
applications, loan documents, appraisals, loan closing documents, Joan guarantees, checks,
canceled checks, deposit slips, cashier's checks, copies of cashier's checks, wire transfer
instructions or authorizations, interoffice memos, automatic deposits, automatic withdrawals,
credit authorizations, account inquires, financial statements and balance sheets presented to any
lender or prospective lender, opinion letters, opinions, valuations, stock valuations or appraisals,
spreadsheets, stock certificates, meeting minutes (including board of directors and advisory
boards), board resolutions (including advisory boards), state or federal securities filings or forms
(whether in paper or electronic form), all tax forms (including, without limitation, 1099, W-2 and
W -4 forms)

prospectuses, private placement memorandums,

subscription agreements,

shareholder resolutions, shareholder agreements, confidentiality agreements, employment
agreements, non-compete agreements, accounting analyses, all papers and writings referencing
any action taken by the board of directors or shareholders (including advisory boards), notes of
board meetings or advisory board meetings, notes of office meetings, financial statements,
balance sheets, statements, payroll documents, notes, memoranda, correspondence, telegrams,
documents in employee files, commission reports, income statements, vouchers, estimates,
patents, books, planners, annual reports, correspondence, notes, training manuals or documents,
manuals, employee handbooks, internal messages and memoranda, letters, demand letters,
notices, reports, studies, invoices, compilations, studies, tables and tabulations, tallies, maps,
telegrams, requests for information, records, diaries, reports, logs, photographs, illustrations,
models, time sheets, working papers, employee notebooks, accountant work papers, applications,
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account signature cards, account opening forms or related forms, laboratory data, press releases,
brochures, vouchers, credit reports, credit applications, bond applications, bonds, bank account
statements, drawings, estimates, bids, plaques, diagrams, plans, photographs, video tapes, plan$,
summaries, revisions, drafts, compilations, tallies, tables and tabulations, studies, maps,
schedules, schedule updates, records, reports (including daily, weekly and monthly reports,
diaries, logs and the like), computer stores or computer-readable data, computer print-outs,
purchase orders, instruments, journals, messages, emails and email attachments (including,
without limitation, all emails, draft emails, emails or electronic attachments and/or files sent or
received in an original, carbon copy or blind carbon copy form), electronic calendar entries and
notes (e.g., Microsoft Outlook), expert witness reports, pleadings, deposition transcripts, hearing
transcripts, administrative documents and transcripts, affidavits, declarations, any and all
communications whatsoever, and any other writing of whatever description or form contained in
any storage device or in any computer although not yet printed, including documents stored on
computer tape, back-up tapes or drives, computer runs, electronic files, computer cards, PDAs,
disks, diskettes, CD-ROMS, Zip Disks, hard drives, removable storage device, flash drives,
removable and/or portable hard drives or storage device of any type, laptop and tablet computers,
portable electronic devices, cell phones or any other storage device, carbon, photographic copy,
preliminary tape or version of any such material the contents of which differ in any respect from
the original. If a document has been prepared in more than one copy, or if additional copies hav'e
been made, and the copies are not identical, or have undergone alteration, each non-identical
copy must be produced. If a document has been lost, destroyed, or is otherwise unavailable,
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5. Specific basis for the claim of privilege or protection.
6. The identity of each document relating to the conversation or communication.
7. If you object to answering only part of any Discovery Request, specify the part to
which you object and answer the remainder.
8. ANY OBJECTION WHICH IS NOT SO ASSERTED MAY BE DEEMED
WAIVED.
2.

REQUESTS ARE CONTINUINGrrIME PERIOD
These Interrogatories and Requests for Production are ongoing and you have a duty to

supplement and provide additional information, documents,

responsive answers,

arid

supplemental responses as additional information becomes available to you. These Requests
for Production and Interrogatories include, but are not limited to, the time period from
January 1, 1983, through the date this litigation is concluded agaiust all parties to this
action.

INTERROGATORY NO. 15: Identify and state with particularity the names and addresses of
all creditors of AIA Services and its Subsidiaries and the amount owed to each creditor as of July
22, 1995, August 1, 1995 and July 1, 1996, respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 224: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory.
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RESPONSE:

INTERROGATORY NO. 16: Identify and state with particularity the names and addresses of
all creditors of AlA Services and its Subsidiaries and the amount owed to each creditor as the
date of your answer to this Interrogatory.
RESPONSE:

REQUEST FOR PRODUCTION NO. 224: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory.
RESPONSE:

INTERROGATORY NO. 17:

Identify and state with particularity the amount of AlA

Services' earned surplus or deficit as of July 22, 1995, August 1, 1995, and July 1, 1996,
respectively.
RESPONSE:
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REQUEST FOR PRODUCTION NO. 225: Produce all documents (See above defmition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory or the amount of earned surplus.

RESPONSE:

INTERROGATORY NO. 18:

Identify and state with particularity the amount of AlA

Services' capital surplus or deficit as of July 22, 1995, August 1, 1995, and July 1, 1996,
respectively.

RESPONSE:

REQUEST FOR PRODUCTION NO. 226: Produce all documents (See above definition

f~r

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the information requested in the preceding Interrogatory or the determination of the amount of
capital surplus.

RESPONSE:

PLAINTIFF'S FOURTH SET OF
REQUESTS FOR PRODUCTION AND
THIRD SET OF INTERROGATORIES
TO DEFENDANT JOHN TAYLOR - 11

AFFIDAVIT OF RODERICK C. BOND

REQUEST FOR PRODUCTION NO. 227: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your asserted solvency or insolvency of ALA Services on July 22, 1995, August 1, 1995, and July
20, 1996, respectively.
RESPONSE:

REQUEST FOR PRODUCTION NO. 228: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the due diligence conducted by you or ALA Services (See definition above) or any of its
subsidiaries in connection with the redemption Reed Taylor's shares andlor restructuring of the
debt owed to Reed Taylor.
RESPONSE:

REQUEST FOR PRODUCTION NO. 229: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your and/or AlA Services' negotiations and agreements to redeem Reed Taylor's shares.
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RESPONSE:

REQUEST FOR PRODUCTION NO. 230: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the due diligence conducted by you or AIA Services (See definition above) pertaining to
redemption of Reed Taylor's shares.

RESPONSE:

REQUEST FOR PRODUCTION NO. 231: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
AlA Services' (See definition above) negotiations or the negotiations of AlA Services' board or
its committee established for the board of AlA Services to negotiate, fmalize and/or consummate
the redemption of Reed Taylor's shares.

RESPONSE:
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REQUEST FOR PRODUCTION NO. 232: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the calculation or determination of earned surplus (or deficit) for ALA Services.
RESPONSE:

REQUEST FOR PRODUCTION NO. 233: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
ALA Services' due diligence, considerations, appraisals, valuations, asset values and/or surplus
as to AlA Services' ability to redeem Reed Taylor's shares.
RESPONSE:

REQUEST FOR PRODUCTION NO. 234: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
the Lewis-Clark Mortgage, including, without limitations, any and all payments relating to the
mortgage.
RESPONSE:
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plans, commission reports, projections, premium reports, and all other documents pertaining to
the commissions, revenues, or income of AlA Services and all of its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 241: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
your or AlA Services' efforts, attempts, and/or due diligence relating in any way to a public
offering of shares in AlA Services or any of its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 242: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
all documents used to compile, draft and/or complete AlA Services and/or AlA Insurance's
financial statements, including, without limitation, the footnotes, commentary, or opinions
relating to such financial statements.
RESPONSE:
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Services and Great American or any other insurance company relating in any way to selling or
placing crop insurance or revenues derived from the foregoing.
RESPONSE:

REQUEST FOR PRODUCTION NO. 246: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, statements, agreements,
correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in any way to
communications, correspondence, agreements, payments, bonuses, commissions, contracts or
arrangements between you or AlA Services (See definition above) and Trustmark.
RESPONSE:

REQUEST FOR PRODUCTION NO. 247: Produce all documents (See above definition for

"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to any and all demands, notices or lawsuits pertaining to any party (including yourself),
shareholder or creditor's demand that the redemption of Reed Taylor's shares be rescinded or
that AlA Services or any other party take any action pertaining to the redemption of Reed
Taylor's shares.
RESPONSE:
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REQUEST FOR PRODUCTION NO. 248: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to any AlA Services or any of its subsidiaries' board meetings, notices of board
meetings, board resolutions, shareholder resolutions, shareholder meetings, shareholder votes,
notices of shareholder meetings or correspondence to shareholders.
RESPONSE:

REQUEST FOR PRODUCTION NO. 249: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, agreements or communications between you (See definitio!1
above) or AIA Services and Richard Campanaro, James Beck, Corrine Beck, Michael Cashman,
Jr. and/or Michael Cashman.

RESPONSE:

REQUEST FOR PRODUCTION NO. 250: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
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any way to any fair value, fair-market value or other valuations or appraisals for AlA Services or
any of its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 251: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to the fair-market value of all assets of AlA Services and its subsidiaries.
RESPONSE:

REQUEST FOR PRODUCTION NO. 252: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, agreements or communications between you and AIA
Services (See definition above).
RESPONSE:
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REQUEST FOR PRODUCTION NO. 253: Produce all documents (See above definition fqr
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, communications or agreements between you and any other
Series C Preferred Shareholder of AIA Services (regardless of whether or not presently or
formerly a holder of such shares).

RESPONSE:

REQUEST FOR PRODUCTION NO. 254: Produce all documents (See above definition for
"documents" e.g., notes, emails, electronic files, canceled checks, pleadings, statements,
agreements, correspondence, letters, expert witness reports, etc.) that evidence, refer, or relate in
any way to emails, correspondence, communications or agreements between you and RJ
Holdings Corp or any documents that relate in any way to RJ Holdings Corp.

RESPONSE:

DATED: This 17th day of April, 2009.
SMITH, CANNON & BOND PLLC
CAMPBELL, BISSELL & KIRBY PLLC

By:._/7--1C-f'--'
I

_

Roderick C. Bond /
Michael S. Bissell
Attorneys for Plaintiff Reed J. Taylor
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Roderick C. Bond
From:

Roderick C. Bond

Sent:

Monday, June 01,20095:16 PM

To:

Gary Babbitt; 'John Ashby'; James D. LaRue; mmcnichols@clbrmc.com; jjj@hljlawyers.com; David
Risley; david@gittinslaw.com; 'CharlesABrown@cableone.net'; james.gatziolis@quarles.com;
charles.harper@quarles.com

Cc:

mbissell@cbklawyers.com; 'rjt@lewistondsl.com'; Sarah L. Riedle

Subject: Taylor v. AlA Services, et al.
Counsel:
On April 17, 2009, we served additional Requests for Production and Interrogatories on all defendants in this
action. Some of the discovery requests requested specific information regarding such issues as earned surplus
and related issues. Prior to this date, we served amended time requests for all prior requests. Other than a few
minor and virtually unrelated documents produced by AlA, we have received nothing and no formal responses.
As such, please immediately provide responses and responsive documents or provide immediate dates for a
discovery conference. If I do not hear back from you one way or the other within two days, we will construe the
failure to respond or produce responses and documents as a refusal to comply with discovery and we will file
another motion to compel against all applicable defendants. Thank you.
Rod

By: Roderick C. Bond
Smith, Cannon & Bond PLLC
508 Eighth St.
Lewiston, ID 83501
Tel: (208) 743-9428
Fax: (208) 746-8421
rod@scblegal.com
This email and any attachments may contain confidential and/or legally privileged information, which only the
authorized recipient may receive and/or view. If you are not an intended recipient, please promptly delete this
message and contact the sender at the above address. Thank you.
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Roderick C. Bond
From:

Roderick C. Bond

Sent:

Tuesday, June 02, 2009 2:09 PM

To:

david@gittinslaw.com

Cc:

'rjt@lewistondsl.com'; 'Mike Bissell'; Sarah L. Riedle

Subject: Taylor v. AlA Services, et al.
Hi Dave:
I am in receipt of your letter dated today, June 2, 2009. I am perplexed as to your letter as it also mirrors a prior
letter sent by you some weeks ago. The Defendants moved, and to my knowledge you joined, in staying general
discovery and limiting discovery to the alleged "illegality" defense. We do not owe you any discovery. However,
your clients have a great deal of discovery owed to our client. As the corporations are not producing the
documents and interrogatory responses, we expect them from your client JoLee Duclos. As you know, JoLee is
the gatherer of information for the corporations. We expect full and complete responses and responsive
documents immediately. All CropUSA discovery is also relevant as it establishes Reed Taylor's defenses to the
"illegality" argument. Thus, all of that discovery also needs to be immediately complied with. Again, if you are
going to comply, please advise. Otherwise, let me know dates for a discovery conference. If I do not hear back
from you by tomorrow, we will move forward with a motion to compel. Thank you.
Rod

By: Roderick C. Bond
Smith, Cannon & Bond PLLC
508 Eighth St.
Lewiston, ID 83501
Tel: (208) 743-9428
Fax: (208) 746-8421
rOd@scblegal.com
This email and any attachments may contain confidential and/or legally privileged information, which only the
authorized recipient may receive and/or view. If you are not an intended recipient, please promptly delete this
message and contact the sender at the above address. Thank you.
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Roderick C. Bond
From:

Roderick C. Bond

Sent:

Tuesday, June 09, 2009 2:45 PM

To:

'John Ashby'; Gary Babbitt; jjj@hljlawyers.com; 'Michael McNichols'; James D. LaRue;
james.gatziolis@quarles.com; charles.harper@quarles.com; 'CharlesABrown@cableone.net'; David
Risley; david@gittinslaw.com

Cc:

'rjt@lewistondsl.com'; 'Mike Bissell'; Sarah L Riedle

Subject: Taylor v. AlA Services, et al.
John:
I have reviewed your responses to Reed's Third Interrogatories and Fourth Requests for Production. AlA's
incomplete and inadequate responses, improper objections and failure to produce documents are nothing new.
Further, you cannot rely upon an expert witness' report to respond to discovery, particularly when such discovery
is not properly addressed in such expert's reports and the expert is not AlA's expert. Please tell me when you are
available for a discovery conference so we can bring our motion to compel. Thank you.

Rod

By: Roderick C. Bond
Smith, Cannon & Bond PLLC
508 Eighth 8t.
Lewiston, ID 83501
Tel: (208) 743-9428
Fax: (208) 746-8421
rod@scblegal.com
This email and any attachments may contain confidential and/or legally privileged information, which only the
authorized recipient may receive and/or view. If you are not an intended recipient, please promptly delete this
message and contact the sender at the above address. Thank you.
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RANDALL, BLAKE & COX, PLLC
LAvVYERS
11061DAI-lO &'TREET

STEVE R. COX'
DAVID R. RISLEY'
SCOTr CHAPMAN'
KERRY A. WAGNER'

DERRICK A. ATER

P.O. Box 446
LEWISTON,ID83501

WYNNE M. BLAKE

(1922-2006)

(208) 743-1234
• LICENSED IN IDAHO AND \V:\EiHINGTON

TELEr-AX - (208) 743- 1266

RUSSEl.L S. RANDALL

(1908-2004)

E-mail: david@rbcox.com

June 11, 2009
Roderick C. Bond
Smith, Cannon and Bond, PLLC
508 8th Street
Lewiston, ID 83501

VIA EMAIL: rod@scblegal.com
ORIGINAL WILL NOT FOLLOW

Michael S. Bissell
Campbell, Bissell & Kirby, PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201-3816

VIA EMAIL: mbissell@cbklawyers.com

Re:

Taylor v. AlA Services Corp, et al.
Nez Perce County District Court Case No. CV2007-00208

Dear Rod and Mike:
It seems doubtful to divert much effort on issues that could prove irrelevant depending on
the Court's order on the summary judgment motion. However, in obedience to your demand, I
have amassed the materials responsive to your latest discovery filing.

As you know, the great bulk of what you seek has already been supplied from the only
source of the corporate documents, and I intend to reference AlA's response in my final
materials.
Now that we have AlA's response, I should have the filing completed on my end by
weeks end, next week.
Yours very truly,
, BLAKE & COX, PLLC

DRRJnhh
cc:
Connie W. Taylor
J ames and Corrine Beck
Gary D. Babbitt
Michael E. McNichols
Charles A. Brown
David A. Gittins
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Roderick C. Bond

- - - -------From:

Roderick C. Bond

Sent:

Monday, June 15, 2009 3:11 PM

To:

'David Risley'

Cc:

Gary Babbitt; Michael McNichols; CharlesABrown@cableone.net; 'rjt@lewistondsl.com'; 'Mike
Bissell'

Subject: RE: Taylor v. AlA Services, et al.
David:
This is ridiculous. You indicated in your letter that your clients' responses to Reed's 2 nd Discovery Requests
would mirror those answers provided by AlA. AlA's answers are inadequate and unresponsive. Unless you are
advising me now that you are going to provide different answers, then I will construe your responses as a refusal
to comply with discovery. I am willing to have a discovery conference if you are confused with such
interrogatories as identifying the amount of capital and earned surplus or deficits as of July 22, 1995, etc. I am
presuming that you fully understand Reed's interrogatories and requests for production.
I am looking for a simple answer. If your clients intend on fully and fairly responding to Reed's discovery
requests, then advise me so. If your answers are going to be the same as AlA's answers and you refuse to have
a discovery conference, then advise me so. Thank you.

Rod

From: David Risley [mailto:David@rbcox.com]
Sent: Monday, June 15, 2009 3:04 PM
To: Roderick C. Bond
Cc: Gary Babbitt; Michael McNichols; CharlesABrown@cableone.net; Connie
Subject: RE: Taylor v. AlA Services, et al.
As I read 37a, I have responded to your inquiry and have told you the discovery would be forthcoming. What
your authority for your insistence on a 'discovery conference?' Other than a forum for your complaints and
polemics, what do you hope to achieve at such a conference?

·IS

From: Roderick C. Bond [mailto:rod@scblegal.com]
Sent: Monday, June 15, 2009 2:59 PM
To: David Risley
Cc: Gary Babbitt; Michael McNichols; CharlesABrown@cableone.net; rjt@lewistondsl.com; Mike Bissell
Subject: RE: Taylor v. AlA Services, et al.
David:
You did not answer my question. Are you going to participate in a discovery conference or not? If so, when do
you want to do it? If not, tell me so. Thanks.

Rod

From: David Risley [mailto:David@rbcox.com]
Sent: Monday, June 15, 2009 2:56 PM
To: Roderick C. Bond
Cc: Gary Babbitt; Michael McNichols; Connie; Jim Beck; CharlesABrown@cableone.net
Subject: RE: Taylor v. AlA Services, et al.

AFFIDAVIT OF RODERICK C. BOND
6/17/2009

EXHIBIT

.T

Page 2 of2

My review of your discovery requests confirmed my opinion that they are excessive, duplicative and have been
answered--often more than once. I think my response will meet the reasonable substance of your requests.
If you have already received all corporate documents from the corporation, I do not intend to copy those
responses and send them to you again.
Please let me know if you plan on insisting on receiving these multiple thousands of pages in multiple, repetitive
responses, or whether the corporate response will be sufficient.

From: Roderick C. Bond [mailto:rod@scblegal.com]

Sent: Monday, June 15, 2009 2:44 PM
To: David Risley
Cc: rjt@lewistondsl.com; Mike Bissell; Sarah L. Riedle
Subject: Taylor v. AlA Services, et at.
Hi David:
I received your letter dated June 11, 2009. As you know, there is significant outstanding discovery due from your
clients, including, Reed Taylor's 2 nd Interrogatories and 2 nd Requests for Production served upon your clients on
April 17, 2009. I attempted to call you today as well. In your letter, you indicated that your clients' discovery
responses will mirror those provided by AlA in their recent responses. Unless, you advise me otherwise by 5pm
tonight of your willingness to hold a discovery conference (because of the importance of the issue), I will construe
your letter as a denial of having a formal discovery conference (although you previously refused to conduct a
discovery conference anyway). As you know, both of your clients are directors of AlA Services and AlA Insurance
and they both owe duties to produce the documents and discovery not being produced by the corporations. I look
forward to hearing from you. Thank you.

Rod

By: RoderickC. Bond
Smith, Cannon & Bond PLLC
508 Eighth St.
Lewiston,ID 83501
Tel: (208) 743-9428
Fax: (208) 746-8421
rod@scblegal.com
This email and any attachments may contain confidential and/or legally privileged information, which only the
authorized recipient may receive and/or view. If you are not an intended recipient, please promptly delete this
message and contact the sender at the above address. Thank you.
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RODERICK C. BOND, ISB No. 8082
SMITH, CANNON & BOND PLLC
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
MICHAEL S. BISSELL, ISB No. 5762
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7 South Howard Street, Suite 416
Spokane, WA 99201
Tel: (509) 455-7100
Fax: (509) 455-7111
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,
v.

AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208
PLAINTIFF REED TAYLOR'S REQUEST
FOR HEARING TO BE SCHEDULED
FOR HIS MOTION TO COMPEL

Defendants.
Plaintiff Reed J. Taylor requests that the Court set a hearing on his Motion to Compel:

III
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I. LEGAL AUTHORITY AND ARGUMENT
A.

Reed Taylor Requests the Court to Set a Hearing on His Motion To Compel.
Pursuant to the Court's order, Reed Taylor respectfully requests that the Court schedule a

hearing for his Motion to Compel filed on June 17, 2009.
DATED: This 1i

h

day of June, 2009.
SMITH, CANNON & BOND PLLC
CAMPBELL, BISSELL & KIRBY PLLC

By

.
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•

I

Rodenck C. Bond i
Michael S. Bissell
Attorneys for Plaintiff Reed J. Taylor
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CERTIFICATE OF SERVICE
I, Roderick Bond, declare that, on the date indicated below, I served a true and correct
copy of the foregoing on the following parties via the methodes) indicated below:

David A. Gittins
Law Office of David A. Gittins
p.o. Box 191
Clarkston, W A 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston,ID 83501
Attorney for R. John Taylor

David R. Risley
Randall, Blake & Cox
1106 Idaho St.
Lewiston, ID 83501
Attorney for Connie Taylor, James Beck and
Corrine Beck

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

James 1. Gatziolis
Charles E. Harper
Quarles & Brady LLP
Citigroup Center, 500 West Madison Street
Suite 3700
Chicago,IL 60661-2511
Attorneys for Crop USA Insurance Agency

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
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Charles A. Brown
Attorney at Law
324 Main Street
Lewiston, ID 83501
Attorneys for AlA Services 401(k) Plan

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered - Via Messenger
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Signed this 17th day of June, 2009, at Lewiston, Idaho.
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ICIAL DISTRICT OF THE
OUNTY OF NEZ PERCE

REED J. TAYLOR, a single person,
Plaintiff,

)
)
)
)

CASE NO. CV07-00208

)

~

)
AlA SERVICES CORPORATION, an Idaho )
corporation; AlA INSURANCE, INC., an
)
)
Idaho corporation; R. JOHN TAYLOR and
CONNIE TAYLOR, individually and the
)
community property comprised thereof,
)
BRIAN FREEMAN, a single person; JOLEE )
DUCLOS, a single person; CROP USA
)
INSURANCE AGENCY, INC., an Idaho
)
corporation; and JAMES BECK and
)
CORRINE BECK, individually and the
)
community property comprised thereof,
)
)
Defendants.
)

------------------------------)
)

CONNIE W. TAYLOR and JAMES BECK,
Counterclaimants,
v.
REED J. TAYLOR, a single person,
Counterdefendant.

Taylor v. AlA, et of.
Opinion & Order on Plaintiffs Rule 56(f) Motion

)
)
)
)
)
)
)
)
)

OPINION AND ORDER ON
PLAINTIFF'S MOTION FOR
RULE 56(f) CONTINUANCE;
PLAINTIFF'S AND DEFENDANTS'
MOTIONS TO STRIKE EXPERT
AFFIDAVITS; DEFENDANTS'
MOTION FOR PARTIAL SUMMARY
WDGMENT; INTERVENOR'S
MOTION FOR RECONSIDERATION

This matter is before the Court on: (1) Plaintiff's Motion for Rule 56(f) Continuance;
(2) Defendants' Motion for Partial Summary Judgment filed by Connie Taylor, James Beck and
Corrine Beck; (3) Motion for Reconsideration filed by Intervenor 401(k) Plan; and (4) various
Motions to Strike Expert Witness Affidavits. Defendants AlA Corporations, John Taylor and
Intervenor 401(k) Plan filed joinder in the Motion for Partial Summary Judgment. A hearing on
Defendants' Motion for Partial Summary Judgment was held on April 23, 2009 and a hearing on
Plaintiffs Motion for Rule 56(f) Continuance was held on May 14,2009. Plaintiff Reed Taylor
was represented by attorneys Michael S. Bissell and Roderick C. Bond. Defendants AlA
Services Corporation and AlA Insurance, Inc. were represented by attorney Gary D. Babbitt.
Defendant R. John Taylor was represented by attorney Michael E. McNichols. Defendants
Connie Taylor, James Beck and Corrine Beck were represented by attorney David R. Risley.
Defendants Jolee Duclos and Bryan Freeman were represented by attorney David A. Gittens.
Intervenor 401(k) Profit Sharing Plan was represented by attorney Charles A. Brown. The
Court, having read the motions, briefs, and affidavits submitted by the parties, having considered
only those affidavits or portions thereof that are relevant and admissible, having heard oral
arguments of counsel and being fully advised in the matter, hereby renders its Opinion.

FACTUAL AND PROCEDURAL BACKGROUND
The above-entitled matter was filed January 29,2007. Since its inception, this case has
regularly been before the Court on numerous motions filed by the parties. As a result, the
underlying facts of the case have been articulated by the Court in several written Opinions over
the course of the proceedings. Therefore, rather than repeat facts already articulated in prior
opinions, the Court will note only those facts specifically relevant to the motions to be decided.
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In March 1995, Resolutions 2.1 and 2.2, adopting and approving the purchase of AlA
shares owned by Reed Taylor were passed by a majority of AlA shareholders. l The payment
terms included a $1.5 million promissory note payable in July 1996 and a $6 million promissory
note payable in 2005? By July 1995, negotiations reached final agreement and on July 18,1995,
a majority vote approved the purchase of Reed Taylor's 613,494 shares and Agreement
documents were executed July 22, 1995. 3 However, by April 1996, AlA was in default on
several terms relative to the stock redemption agreement. 4 After some negotiations, the payment
terms were restructured and, on July 1, 1996, a Stock Redemption Restructuring Agreement was
executed.
It is the non-payment of the $6 million Promissory Note, along with other terms in the

1995 agreement and 1996 restructured payment terms, that resulted in the filing of the aboveentitled lawsuit. Defendants now assert the redemption of Reed Taylor's AlA shares in 1995
was an illegal and unenforceable agreement.
(A)

PLAINTIFF'S RULE 57(f) MOTION
The decision to grant or deny a motion for continuance is within the sound discretion of

the court and will not be disturbed absent the showing of an abuse of discretion. Gunter v.

Murphy's Lounge, LLC, 141 Idaho 16, 105 P.3d 676 (2005). Plaintiff seeks a continuance
pursuant to I.R.C.P. 56(f), which reads:
Should it appear from the affidavits of a party opposing the motion that the party
cannot for reasons stated present by affidavit facts essential to justify the party's
opposition, the court may refuse the application for judgment or may order a

1 See Exhibit A to the Affidavit of JoLee Duclos filed December 29, 2008 [Bates stamp AIA0025233 and
AIA0025241 - AIA0025242].
2 Numerous other terms were included in the agreement but are not relevant to this analysis.
3 See Exhibit B to the Affidavit of JoLee Duclos filed December 29,2008 [Bates stamp AIA0025507 and
AIA0025516 -AIA0025517].
4 See Exhibit I to the Affidavit of JoLee Duclos filed December 29, 2008.
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continuance to permit affidavits to be obtained or depositions to be taken or
discovery to be had or may make such other order as is just.
Defendants' pending motion asserts the 1995 agreement between Plaintiff Reed Taylor
and AlA was unlawful as it violated then existing statutory law. Plaintiff contends that before he
can sufficiently defend against Defendants' assertion, he needs to conduct additional discovery.
Since the inception of this case more than two years ago, Plaintiff has aggressively conducted
discovery and, by his own admission, has obtained boxes and boxes of documents relative to the
issues raised in his Complaint, although still not all the discovery requested. The Court
recognizes Defendants' motion brings into question the financial status of AlA as it existed in
1995. However, Defendants' motion was filed in April 2008, more than one year ago, during
which time discovery has been ongoing. 5 Plaintiff has failed to direct the Court to any particular
information or document relevant to the 1995 financial status of AlA that has been denied to him
through the discovery process. Plaintiff merely contends in general, without any specificity, that
the Defendants are likely hiding information even though the record indicates Defendant AlA
has provided Plaintiff with reasonable opportunity to inspect all 1995 and 1996 financial
information still within the possession of AlA. 6
Plaintiff has failed to meet his burden as required by Rule 56(f). His request for a
continuance in order to conduct additional discovery is based on mere speculation and on
presumptions unsupported by fact or law, despite Plaintiffs voluminous filings. Discovery in
the instant matter has been actively and aggressively conducted by the Plaintiff since the filing of
the Complaint over two years ago and during the year since Defendants filed their motion for
partial summary judgment. Plaintiffhas provided the Court with no reasonable basis to believe
5 In January 2009, the Court entered an order limiting discovery to the Summary Judgment issues pending hearing
and decision on the motion.
6 Exhibit 1 to the Affidavit of Rod Bond in Support of Plaintiffs Motion for Rule 56(f) Continuance, filed April 22,
2009.
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additional discovery will produce new or relevant information not previously disclosed and such
discovery would only come at substantial additional cost to all parties with attendant delay in
pending proceedings. Therefore, the Court denies Plaintiff s motion for continuance pursuant to
Rule 56(f).
(B) MOTIONS TO STRIKE EXPERT AFFIDAVITS
Plaintiff's Motion to Strike seeks to strike in its entirety the Expert Witness Affidavit of
Drew Voth filed by Intervenor AlA 401(K) Plan and the Expert Witness Affidavit of Kenneth
Hooper filed by Defendants/Counterclaimants Connie Taylor and James Beck. Intervenor
401 (K) Plan filed a Motion to Strike portions of the Expert Witness Affidavit of Paul Pederson
filed by Plaintiff. The Court finds there are inadmissible statements in each of the Affidavits
filed in support of and in opposition to the respective motions for Partial Summary Judgment.
The Court will, therefore, disregard those portions of the Affidavits it finds inadmissible and will
consider only those portions it finds admissible.
(C)

DEFENDANTS' MOTION FOR PARTIAL SUMMARY JUDGMENT
Under I.R.C.P. 56(c), summary judgment "shall be rendered forthwith if the
pleadings, depositions, and admissions on file, together with the affidavits, if
any, show that there is no genuine issue as to any material fact and that the
moving party is entitled to ajudgment as a matter oflaw." The party seeking
summary judgment faces the burden of proving the absence of material facts
Tingley v. Harrison, 125 Idaho 86, 89, 867 P.2d 960,963 (1994), but if"a party
moves for summary judgment on the basis that no genuine issue of material fact
exists with regard to an element of the non-moving party's case, the non-moving
party must establish the existence of an issue of fact regarding that element."
Farm Credit Bank o/Spokane v. Stevenson, 125 Idaho 270, 273, 869 P.2d 1365,
1368 (1994). In other words, the non-moving party must "make a showing
sufficient to establish the existence of an element essential to that party's case on
which that party will bear the burden of proof at trial." Id (internal quotations
omitted).
Moreover, the non-moving party cannot withstand summary judgment when
there is only a "slight doubt as to the facts," as "there must be sufficient evidence
upon which a jury could reasonably return a verdict resisting the motion."
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Harpole v. State, 131 Idaho 437, 439, 958 P.2d 594,596 (1998). Finally, "[a]ll
disputed facts are to be construed liberally in favor ofthe non-moving party, and
all reasonable inferences that can be drawn from the record are to be drawn in
favor of the non-moving party." Bear Island Water Association, Inc. v. Brown,
125 Idaho 717, 721,874 P.2d 528, 532 (1994).
BMC West Corporation v. Horkley, 144 Idaho 890, 893, 174 P.3d 399 (2007).
In April 2008, Defendants Connie Taylor, James Beck and Corrine Beck filed a Motion
for Partial Summary Judgment, asserting the 1995 stock redemption agreement and 1996 stock
redemption restructure agreement between Reed Taylor and AlA were unlawful as the agreement
violated I.C. § 30-1-6 as it existed in 1995 and 1996 7• However, due to the extremely
contentious nature of this case, the motion remained pending while a number of other motions
were addressed by the Court, including a motion to intervene filed by the AlA 401 (k) Profit
Sharing Plan (" 40 1(k) Plan"). The Court granted the 401(k) Plan's motion to intervene and,
thereafter, Defendants AlA, John Taylor, and the 401(k) Plan filed Joinder in the Motion for
Partial Summary Judgment. Extensive briefing and affidavits were filed by the parties and,
approximately one year after filing, the Defendants' motion was heard by the Court.
In 1995, I. C. § 30-1-6 read in relevant part:
A corporation shall have the right to purchase, take, receive or otherwise
acquire, hold, own, pledge, transfer or otherwise dispose of its own shares, but
purchases of its own shares, whether direct or indirect, shall be made only to the
extent of unreserved and unrestricted earned surplus available therefore, and, if
the articles of incorporation so permit or with the affirmative vote of the holders
of a majority of all shares entitled to vote thereon, to the extent of unreserved and
unrestricted capital surplus available therefore.

No purchase of or payment for its own shares shall be made at a time when the
corporation is insolvent or when such purchase or payment would make it
insolvent.
Idaho Code § 30-1-6 (1995).
7

Idaho Code § 30-1-6 was repealed in 1997.
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The Defendants' motion, along with Plaintiffs opposition, place but two questions before
the Court: (1) In 1995 and 1996, did AlA have earned surplus to the extent of the stock purchase
agreement between Reed Taylor and AlA and, (2) if there was insufficient earned surplus, was
there an affirmative vote of the majority shareholders to use capital surplus for the stock
purchase to the extent that capital surplus was available. If the answer to both questions is no,
then the 1995 stock purchase agreement and the 1996 restructured agreement entered into
between Reed Taylor and AlA violated I.C. § 30-1-6 as it then existed. 8
The illegality of a contract [ ] can be raised at any stage in litigation. The Court
has the duty to raise the issue of illegality sua sponte. Morrison v. Young, 136
Idaho 316, 318, 32 P.3d 1116, 1118 (2001); Quiringv. Quiring, 130 Idaho 560,
566,944 P.2d 695,701 (1997). Whether a contract is illegal is a question oflaw
for the court to determine from all the facts and circumstances of each case.
Morrison, 136 Idaho at 318,32 P.3d at 1118; Quiring, 130 Idaho at 566,944
P.2d at 701 (citing Stearns v. Williams, 72 Idaho 276, 283, 240 P.2d 833, 840
(1952». An illegal contract is one that rests on illegal consideration consisting
of any act or forbearance which is contrary to law or public policy. Quiring, 130
Idaho at 566,944 P.2d at 701 (citations omitted). The general rule is that a
contract prohibited by law is illegal and unenforceable. Id.; Williams v. Cont'l
Life & Ace. Co., 100 Idaho 71, 73, 593 P.2d 708, 710 (1979); Whitney v. Cont'l
Life and Ace. Co., 89 Idaho 96, 105, 403 P.2d 573, 579 (1965). A contract
"which is made for the purpose of furthering any matter or thing prohibited by
statute ... is void." Kunz v. Lobo Lodge, Inc., 133 Idaho 608, 611, 990 P.2d
1219, 1222 (Ct.App.l999) (quoting Porter v. Canyon County Farmers' Mut.
Fire Ins. Co., 45 Idaho 522, 525,263 P. 632,633 (1928». This rule applies on
the ground of public policy to every contract which is founded on a transaction
prohibited by statute. Id. (citing Porter, 45 Idaho at 525, 263 P. 632, 633 (1928)
(citations omitted». The Idaho Court of Appeals has suggested that "where a
statute intends to prohibit an act, it must be held that its violation is illegal,
without regard to the reason ofthe inhibition ... or to the ignorance of the parties
as to the prohibiting statute." Id. (quoting 17A Am.Jur.2d Contracts § 251
(1991».
Trees v. Kersey, 138 Idaho 3, 6-7, 56 P.3d 765 (2002).

AlA's 1996 financial status was discussed in briefing and in discovery requests. During oral arguments, however,
counsel for the parties treated the 1995 financial status of AlA as key to whether the stock redemption violated I.e.
§ 30-1-6. The Court agrees that it is the 1995 fmancial figures that are critical to the analysis, as the 1996
restructuring of the agreement did not involve the redemption of any additional shares, but rather was merely a
restructuring of payment terms for the redemption that had already occurred in 1995.
8
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Defendants and Plaintiff employed the assistance of experts to review audited financial
statements and address the earned surplus question raised by Defendants' motion. Plaintiff filed
the affidavit of accountant Paul Pederson. Defendants Connie Taylor, James Beck and Corrine
Beck filed the affidavit of accountant Kenneth Hooper. The 401(k) Plan filed the affidavit of
accountant Drew V oth. Without exception, each of the accountants, including Plaintiff's expert,
found AlA had no earned surplus in the years 1995 and 1996, but instead had an earned deficit.
During oral arguments, counsel for Plaintiff conceded that the earned surplus numbers for AlA
in 1995 and 1996 were in the negative and that no amount of accounting adjustment of numbers
would turn the earned deficit into an earned surplus sufficient to cover the $7.5 million debt
incurred to Reed Taylor. Nevertheless, Plaintiff's counsel argued that the language ofthe statute
requires the Court to look not only at earned surplus in 1995 but also at the 1995 capital surplus.
The portion ofLC. § 30-1-6 that limits a corporation's redemption of its own shares
based on its earned surplus or capital surplus is an issue of first impression in Idaho. 9 It is
Plaintiff's position that when the maj ority of shareholders voted in favor of purchasing Reed
Taylor's AlA shares pursuant to the negotiated agreement, that vote constituted an affirmative
vote to draw on capital surplus in addition to earned surplus for the purchase. The Court finds
Plaintiff's reading of the statute overly broad and inconsistent with statutory construction. The
relevant portions of the statute read:
A corporation shall have the right to purchase ... its own shares ... to the extent
of ... earned surplus available ... and, with the affirmative vote of the holders
of a majority of all shares entitled to vote, ... to the extent of ... capital surplus
available

9 Idaho's Supreme Court has previously addressed the impact ofLC. § 30-1-6 where a corporation was insolvent at
the time it redeemed its own shares, but the limitation based on earned surplus or capital surplus has not been
previously addressed by Idaho's Appellate Courts.
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If, under the statute, a mere affirmative vote to purchase shares also meant the shares
could be purchased to the extent of earned surplus and capital surplus, the statute would not have
distinguished the two sources, but would have merely stated that a corporation may purchase its
own shares to the extent of earned and capital surplus. However, it is not so worded. Under the
language ofI.C. § 30-1-6, the Court finds that, in order for a corporation to draw upon its capital
surplus to purchase its own shares, a majority of shares entitled to vote must affirmatively vote
not only to purchase the shares, but must specifically authorize the use of capital surplus for the
purchase. Plaintiff, despite being the majority shareholder at the time, has provided no evidence
that such a vote was taken and, as a result, has produced no evidence that there was an
affirmative vote to draw on capital surplus for the redemption of Reed Taylor's shares. Neither
the approved resolutions nor the agreements themselves identified earned surplus or capital
surplus as the source of funds for the redemption of the shares.
The Court can reach but one result - the 1995 stock redemption agreement entered into
between Reed Taylor and AlA violated I.C. § 30-1-6 as it existed in 1995 and, therefore, the
contract between the parties is illegal and unenforceable. Plaintiff, however, contends that, even
if the Court finds the 1995 contract illegal, it should find it enforceable.
Plaintiff first asserts that all ofthe Defendants, as well as the Intervenor 40 1(k) Plan,
lack standing to assert an illegality defense. It is generall.i' "l.ccepted that "stock ~cpU1chase
statutes are designed to protect creditors and minority stockholders from corporate
mismanagement of assets."IO Minnelusa Company v. A.G. Andrikopoulos, 929 P.2d 1321, 1323
(Colo.l996). Because neither the 401 (k) Plan nor any of the Defendants were a creditor of AlA
when the agreement was entered into, standing to challenge the legality of the contract is
10 On page 9 of the Intervenor 401(k) Plan's Supplemental Brief in Support of Motion to Intervene filed December
29,2008, the Plan noted its understanding that stock repurchase statutes are designed to protect creditors and
minority stockholders.
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contingent upon being a shareholder when the contract was entered into. The 401 (k) Plan, by its
own admission, was not a stockholder until March 1996 when AlA exchanged $565,000.00 of
401 (k) Plan funds for AlA Preferred C Stock. 11 The Plan, therefore, is without standing to assert
an illegality defense to an agreement entered into before the Plan was a shareholder. 12
Defendants James and Corrine Beck are also without standing to assert the defense as there is no
evidence in the record that the Becks were shareholders at the time of the agreement. 13 Under
the law in Idaho, AlA is also without standing to assert the defense. "A corporation itself cannot
have a stock repurchase declared illegal .... " La Voy Supply Company v. Young, 84 Idaho 120,
127,369 P.2d 45 (1962). Lastly, Connie Taylor and John Taylor are without standing. At the
time the stock redemption agreement was entered into, Connie Taylor and John Taylor were
husband and wife and owned shares as community property. John Taylor, as a board member of
AlA in 1995, was intimately involved in the negotiations to redeem Reed Taylor's shares and
voted, for the community, in the affirmative on the question of whether AlA should enter into the
1995 stock redemption agreement. 14 Shareholders who consent and approve of a corporation's
redemption of shares cannot be heard to complain of the purchase. La Voy Supply Company v.

Young, 84 Idaho 120, 127,369 P.2d 45 (1962).
The Court, having found those asserting the illegality defense to be without standing to
assert th'e defense, must now determine the impact, if any, that I.C. § 30-1-6 has on the aboveentitled matter. In 2002, quoting from its earlier opinion in Quiring v. Quiring, 130 Idaho 560,
11 Page 11 of Intervenor's Supplemental Brief in Support of Motion to Intervene filed December 29,2008 and
Exhibit J to the Affidavit of Jolee K. Duclos in Support of Supplemental Briefre: Motion to Intervene filed
December 29,2008.
12 The Court is not persuaded by the 401(k) Plan's argument that it has standing because it was a shareholder in
1996 when the payment terms of the 1995 agreement were restructured.
13 The parties agree that the Becks' conditioned their purchase of AlA shares on the redemption of Reed Taylor's
shares occurring first.
14 There is no dispute that Connie Taylor and John Taylor were husband and wife in 1995, held AlA shares as
community property and that John Taylor voted the community shares in the affirmative to redeem Reed Taylor's
shares.
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944 P.2d 695 (1997), Idaho's Supreme COUli unambiguously stated that a court in Idaho has a
duty to raise the issue of illegality at any stage of the litigation regardless of whether it is pled.
Hyta v. Finley, 137 Idaho 755, 757-758, 53 P.3d 338 (2002). This Court cannot simply ignore
the knowledge it now possesses. In 1995, when AlA redeemed the shares owned by Reed Taylor
it did so in violation ofLC. § 30-1-6. "A contract prohibited by law is illegal and hence
unenforceable." Quiring, 130 Idaho at 566, citing Miller, 129 Idaho at 351. Of the exceptions
to the illegality doctrine recognized by Idaho's appellate courts, only one is relevant to the
instant matter.
Courts on occasion, however, apply an exception to the illegality doctrine where
both parties concur in the illegal act, but the parties are not equally at fault by
reason of that fact that one party commits fraud, or there is duress, oppression, or
undue influence over the other. See, e.g., Nat'l Bank & Loan Co. v. Petrie, 189
U.S. 423, 23 S.Ct. 512,47 L.Ed. 879 (1903) (agreement induced by fraud); In re
Resorts Int'l, Inc., 181 F.3d 505, 512 (3rd Cir.1999); Singleton v. Foreman, 435
F.2d 962,969 (5th Cir.1970); Gorringe v. Reed, 23 Utah 120, 63 P. 902,905-06
(1901). In such a situation the courts have allowed the less guilty party to
recover. Some courts that have adopted this exception focus on the existence or
nonexistence of confidential relations between the parties. See Novak v. Nowak,
216 Ind. 673, 25 N.E.2d 993 (1940); Rogers v. Samples, 207 Ky. 150,268 S.W.
799 (1925).
Trees v. Kersey, 138 Idaho 3, 9, 56P.3d 765 (2002).
In the instant matter, while Plaintiff has asserted claims for fraud in the management of
AlA over the thirteen plus years since his shares were redeemed, he has not asserted any fraud,
duress, oppression or undue influence relative to the negotiations or events that resulted in
Plaintiff and AlA entering into the stock redemption agreement or the subsequent restructuring.
Plaintiffwas the founder of AIA, was intimately familiar with the company, knew or should
have known its financial status, and was represented by counsel during the negotiations that
resulted in the stock redemption agreement. It cannot be said that Plaintiff was less sophisticated
than others involved in the negotiations or was at any disadvantage that would rise to the level of
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fraud on the part ofthe other parties to the agreement. 1S Therefore, under the current law in
Idaho, the Court is unable to find any exception to the illegality doctrine that can be applied to
the case at hand. If the fraud exception is to be expanded, or if additional exceptions are to be
carved out, that must be done by a higher court, not by this one.
Next, Plaintiff asserts any claim based on the illegality doctrine is barred by the statute of
limitations. The Court is not persuaded. A contract that is illegal is unenforceable and a court
must leave the parties where it finds them. Id. The Court recognizes the inherent inequity that
results when parties wait over thirteen years to challenge the legality of an agreement, remaining
silent as long as a benefit is flowing to them and becoming 'righteous' only when it comes time
to pay the consideration promised, and after a court has round the promissory note portion of the
agreement in default. Nevertheless, the passage of time alone does not alter the character of a
contract that is illegal and unenforceable into one that is enforceable.
Finally, Plaintiff contends the Court should apply rules of equity to enforce the
agreement. "If a contract is illegal and void, the court will leave the parties as it finds them and
refuse to enforce the contract. The contract cannot be treated as valid by invoking waiver or
estoppel." Wernecke v. St. Maries Joint School District, 2009 WL 982690 (April 14, 2009).
Equity is reserved to those who have clean hands. KirJanan v. Stoker, 134 Idaho 541, 6 P.3d 397
(2000). Given the pre and post litigation conduct of the most heavily invested parties, it is
difficult to identify any party with totally clean hands. Plaintiff has not, however, shown any
party acted with unclean hands in the negotiations and agreement that resulted in the redemption

15 Plaintiff relies heavily on an August 15, 1995 opinion letter from Richard Riley, an attorney then with the Boise
law firm of Eberle, Berlin, Kading, Turnbow and McKlveen, Chartered, who acted as general counsel for AlA in
connection with the stock redemption agreement between AlA and Reed Taylor. In his letter, attorney Riley offered
the opinion that the stock redemption agreement "did not conflict with or violate ... law, rule or regulation" without
making specific reference to or discussing I.C. § 30-1-6. See Exhibit 6 to the AffIdavit of Roderick C. Bond fIled
April 22, 2009. By this ruling today, the Court finds the attorney opinion incorrect.
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of Plaintiffs AlA shares. The agreement was reached only after extensive negotiations
involving a number of attorneys, including counsel representing Plaintiff, and there has been no
showing that Plaintiff sold his shares other than voluntarily. There is no question that all parties,
including Plaintiff, either ignored or failed to consider I.C. § 30-1-6. There is also no reason to
doubt that all parties, including the Plaintiff, sought to benefit from the business agreement. That
is simply the free market system at work and is not, without more, evidence of unclean hands.
The Court has considered all the arguments put forth by Plaintiff in his briefing and oral
arguments. However, except for those arguments discussed above, the Court will not address
any additional arguments as the Court finds they are irrelevant to the issue or have become moot
given the above analysis.

CD) INTERVENOR'S MOTION TO RECONSIDER PRIOR RULING
The illegality doctrine requires a court to leave the parties where a court finds them. For
that reason, Intervenor's Motion for Reconsideration of the Court's ruling on the promissory note
is denied and the Court's previous analysis stands. The ruling therefore remains, for what it may
be worth, even if only as an issue on appeal.

CONCLUSION
The Defendants and Intervenor are without standing to assert the illegality doctrine
relative to the 1995 stock redemption agreement between Plaintiff Reed Taylor and AlA.
However, it is the duty of the Court to address the illegality of the agreement once the Court has
knowledge that such illegality may exist. In 1995, Idaho Code prohibited a corporation from
purchasing its own shares unless the corporation had earned surplus to the extent of the purchase
or, upon the affirmative vote of a majority of shareholders, the corporation had capital surplus or

Taylor v. AlA, et al.
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a combination of earned surplus and capital surplus to the extent of the purchase. In 1995, the
earned surplus of AlA was in the negative and there has been no evidence presented to the Court
that there was an affirmative vote of the majority of shareholders that capital surplus could be
looked to for the redemption of Reed Taylor's shares. Therefore, the 1995 stock redemption
agreement was entered in violation of Idaho code, making the agreement illegal and
unenforceable. Following the law in Idaho, the Court must apply the illegality doctrine, denying
enforcement of the contract and leaving the parties where the Court finds them.
Being acutely aware of the complexities of this case and the significant impact of this
ruling on Plaintiff s claims, the Court would entertain a request for Rule 54 certification.

ORDER
The Motion for Rule 56(f) Continuance filed by Plaintiff is hereby DENIED.
Motions to Strike Expert Affidavits are hereby DENIED in part and GRANTED in part.
The Motion for Partial Summary Judgment filed by Defendants Connie Taylor, James
Beck and Corrine Beck is hereby GRANTED.
The Motion for Reconsideration of the Court's prior ruling on the promissory note, filed
by Intervenor 401(k) Plan, is hereby DENIED.

Dated this

Taylor v. AlA, et al.
Opinion & Order on Plaintiffs Rule 56(f) Motion
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4

day of June 2009.
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Randall, Blake & Cox
PO Box 446
Lewiston, ID 83501

Michael S. Bissell
7 S Howard St
Spokane, VVA 99201

James Gatziolis
Charles E. Harper
Quarles and Brady LLP
300 North LaSalle St., Ste 4000
Chicago IL 60654

Michael E. McNichols
Clements, Brown & McNichols
PO Box 1510
Lewiston, ID 83501
David A. Gittins
PO Box 191
Clarkston, VVA 99403

Charles Brown
PO Box 1225
Lewiston, ID 83501

Gary D. Babbitt
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RODERlCK C. BOND, ISB No. 8082
SMITH, CANNON & BOND PLLC
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
MICHAEL S. BISSELL, ISB No. 5762
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201
Tel: (509) 455-7100
Fax: (509) 455-7111
Attorneys for Plaintiff Reed J. Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRlCT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED 1. TAYLOR, a single person,
Plaintiff,

v.
AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR and CONNIE
TA YLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208
PLAINTIFF REED TAYLOR'S (1)
OBJECTION TO RULE 54
CERTIFICATION AS PROPOSED BY
CONNIE TAYLOR, JAMES BECK AND
CORRlNE BECK; (2) NOTICE OF
FUTURE FILINGS; (3) REQUEST FOR
ORDERS ON ALL OF REED TAYLOR'S
PENDING MOTIONS; AND (4) NOTICE
OT ALL DEFENDANTS AND PARTIES

Defendants.

REED TAYLOR'S OBJECTIONS AND NOTICES - 1

ORIGINAL
8JS3

Plaintiff Reed J. Taylor moves the Court as follows:

I. ARGUMENTS
A.

Reed Taylor Objects to the Proposed Judgment Submitted By Connie Taylor,
James Beck and Corrine Beck.

Reed Taylor objects to Connie Taylor, James Beck and Corrine Beck's proposed
judgment. In its Opinion and Order on Connie Taylor and James Beck's Motion for Partial
Summary Judgment, the Court indicated that it would entertain a request for a Rule 54
certification based upon the order's significant impact on Reed Taylor's claims.
The proposed judgment in inappropriate because it constitutes a judgment and dismissal
of the entire action when Reed Taylor will be submitting a Sixth Amended Complaint to pursue
alternative claims for unjust enrichment, quasi-contract, fraud and other alternative claims based
upon the Court's finding of illegality. See e.g., Farrell v. Whiteman, 146 Idaho 604, 200 P.3d
1153 (2009) (discussing unjust enrichment as an alternative claim to an illegal contract). Reed
Taylor will submit a motion for Rule 54 certification of the issue of illegality, subject only to his
pending motion for reconsideration and clarification.
B.

If the Court Is Inclined to Enter the Proposed JUdgment, Reed Taylor Requests
a Hearing
, on the Matter Before Entry of Judgment.

If the Court is inclined to enter the proposed judgment, Reed Taylor requests a hearing on
the matter, or, in the alternative, Reed Taylor requests that the Court delay entry of judgment
until Reed Taylor's Motion for Reconsideration and Clarification is filed (which such motion
will be filed as soon as practical and will include the alternative request for Rule 54
certification).

III
III
REED TAYLOR'S OBJECTIONS AND NOTICES - 2

C.

Notice of Future Filings.

Reed Taylor will be filing a Motion for Reconsideration and Clarification of the Court's
Opinion and Order granting Connie Taylor and James Beck's Motion for Partial Summary
Judgment. In connection with his future Motion for Reconsideration, Reed Taylor will also file
motion(s) pertaining to Rule 54 certification and may also request a stay in this action pending
the outcome of his appeal (i.e., it would make sense to file the amended complaint, but not
pursue the alternative claims until after the Supreme Court ruled on Reed Taylor's appeal (if the
court denies his motion for reconsideration). These motions will be filed as soon as practical or
in the time permitted by the civil rules. In addition, Reed Taylor will be filing his proposes Sixth
Amended Complaint in this action, which will include alternative claims against all the named
parties in this action based upon the Court's finding of illegality.

D.

In Order to Have a Complete Record for Appeal, Reed Taylor Requests that
the Court Enter Orders on All of his PendinglPast Motions.

Reed Taylor requests that the Court enter orders on all of Reed Taylor's pending/past
motions so that the record is clear and complete for appeal.

E.

Notice to All Defendants and Parties.

Reed Taylor will appeal the finding of illegality and related issues and the corporations
and their assets and business decisions should be safeguarded pending the determination of any
appeal. Counsel for AlA Services and AlA Insurance should obtain a receiver or request Court
intervention to operate the corporations and safeguard their assets pending the outcome of Reed
Taylor's appeals as it is overwhelmingly clear that both corporations have been operated for the
benefit of the individual defendants in this action and others to the detriment of the corporations,
Reed Taylor and others.

REED TAYLOR'S OBJECTIONS AND NOTICES - 3

II. CONCLUSION
Based upon the foregoing, the Court should not enter the proposed judgment submitted
by counsel for Connie Taylor and James Beck. Reed Taylor will be filing motions to address the
Rule 54 certification and the efficient and expeditious resolution of this matter. In addition,
Reed Taylor request orders on all of his past/pending motions so that the record is clear for
appeal.
DATED: This 22 nd day of June, 2009.
SMITH, CANNON & BOND PLLC
CAMPBELL, BISSELL & KIRBY PLLC

By

Tld

Roderick C. Bond.
Michael S. Bissell
Attorneys for Plaintiff Reed 1. Taylor

REED TAYLOR'S OBJECTIONS AND NOTICES - 4

CERTIFICATE OF SERVICE
I, Roderick Bond, declare that, on the date indicated below, I served a true and correct
copy of the foregoing on the following parties via the methodes) indicated below:

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, WA 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston,ID 83501
Attorney for R. John Taylor

David R. Risley
Randall, Blake & Cox
1106 Idaho St.
Lewiston, ID 83501
Attorney for Connie Taylor, James Beck and
Corrine Beck

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

James 1. Gatziolis
Charles E. Harper
Quarles & Brady LLP
Citigroup Center, 500 West Madison Street
Suite 3700
Chicago,IL 60661-2511
Attorneys for Crop USA Insurance Agency

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U. S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
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Charles A. Brown
Attorney at Law
324 Main Street
Lewiston, ID 83501
Attorneys for AlA Services 40 I (k) Plan

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered - Via Messenger
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

nd

Signed this 22

day of June, 2009, at Lewiston, Idaho .... ' f L. ..... .
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Roderick C. Bond (
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David R. Risley, ISB No. 1789
RANDALL, BLAKE & COX, PLLC
P.O. Box 446
1106 Idaho Street
Lewiston, ID 83501
(208) 743-1234
(208) 743-1266 (Fax)
Attorneys for Connie Taylor, James Beck and
Corrine Beck

11

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF
THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

12
13
14
15

16
17

18
19
20
21

22
23

24
25

)
)
)
Plaintiff,
)
vs.
)
AlA SERVICES CORPORATION, an Idaho )
)
corporation; AlA INSURANCE, INC., an
)
Idaho corporation; R. JOHN TAYLOR and
)
CONNIE TAYLOR, individually and the

REED J. TAYLOR, a single person,

community property comprised thereof;
BRYAN FREEMAN, a single person; JOLEE
DUCLOS, a single person; CROP USA
INSURANCE AGENCY, INC., an Idaho
Corporation; and JAMES BECK and
CORRINE BECK, individually and the
community property comprised thereof,

RESPONSE TO REED TAYLOR'S
(1) OBJECTION TO RULE 54
CERTIFICATION AS PROPOSED BY
CONNIE TAYLOR, JAMES BECK AND
CORRINE BECK; (2) NOTICE OF FUTURE
FILINGS; (3) REQUEST FOR ORDERS ON
ALL OF REED TAYLOR'S PENDING
MOTIONS; AND (4) NOTICE TO ALL
DEFENDANTS & PARTIES

)
)
Defendants.
-------------- )
)
AlA SERVICES CORPORATION, an Idaho)
corporation; and AlA INSURANCE, INC., an~
Idaho corporation,
)

26

Counter-Claimants,

27

28

)
)
)
)
)
)
)

Case No. CV-07-00208

vs.
REED J. TAYLOR, a single person,

)
)
)
)
)
)

RESPONSE TO REED TAYLOR'S (l) OBJECTION TO RULE 54 CERTIFICATION
AS PROPOSED BY CONNIE TAYLOR, JAMES BECK AND CORRINE BECK; (2)
NOTICE OF FUTURE FILINGS; (3) REQUEST FOR ORDERS ON ALL OF REED
TAYLOR'S PENDING MOTIONS; & (4) NOTICE TO ALL DEFENDANTS & PARTIES - I

Randall, Blake & Cox, PLLC
ATTORNEYS AT LAW () 0
Post Office Box 446
00
Lewiston, ID 83501

sa,.,

1
2

3
4

)
)
)

Counter-Defendant.

----------------------------)
CONNJE W. TAYLOR and JAMES BECK,

5
Counterc1aimants,

6
7

vs.

8

REED J. TAYLOR, a single person,

9

Counterdefendant.

~
)
)
)
)
)
)
)
)
)

10

---------------------------))

11

401 (K) PROFIT SHARING PLAN FOR THE~
AIA SERVICES CORPORATION,
)

12
13
14
15
16

Intervenor.

)
)

-----------------------------)
)

COMES NOW, CONNJE TAYLOR, JAMES BECK and CORRINE BECK by and
through their attorney of record, David R. Risley of Randall, Blake & Cox, PLLC, and

17
18

provides this response to Plaintiff Reed Taylor's (1) Objection to Rule 54 Certification as

19

Proposed by Connie Taylor, James Beck and Corrine Beck; (2) Notice of Future Filings; (3)

20

Request for Orders on all of Reed Taylor's Pending Motions; and (4) Notice to all Defendants

21

and Parties. The response below is provided in the same format as presented by the Plaintiff:

22
23
24

25

I.
ARGUMENTS
A.
Reed Taylor Objects to the Proposed Judgment Submitted By Connie
Taylor, James Beck and Corrine Beck.

26

It appears that Reed Taylor's sole objection is that he intends to file a Sixth Amended

27

Complaint. Reed Taylor approves the form of the judgment and the certification, but wants

28

the Court to allow him to amend the complaint and pursue additional pleadings. This concern
RESPONSE TO REED TAYLOR'S (1) OBJECTION TO RULE 54 CERTIFICATION
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Randall, Blake & Cox, PLLC
ATTORNEYS AT LAW
Post Office Box 446
(J
Lewiston, ID 83501

j

1

2

is collateral to the entry of the form of judgment submitted, which all parties (including the

3

Plaintiff) are apparently in agreement.

4

Reed Taylor has often promised to file an Amended Complaint, in open court,

5

6

beginning in the fall of 2008, again in January 2009, and in writing in April 2009, and he has

7

not done so to date. Regardless, the intent to file a Sixth Amended Complaint sometime in

8

the future is not a valid basis for an objection to the entry of a certified judgment at this time.

9

The Motion for Partial Summary Judgment has been noticed, briefed, supportive affidavits

10

supplied, argued, and an opinion and order rendered, and now the time for entry of the

11
12
13

judgment is present.
B.
If the Court is Inclined to Enter the Proposed Judgment, Reed Taylor
Requests a Hearing on the matter Before Entry of Judgment.

14

15

Reed Taylor indicated that he is going to be filing a motion for reconsideration and

16

clarification. Again, said intent to file future pleadings is not a valid basis for objecting to the

17

entry of a certified judgment at this time. The Idaho Rules of Civil Procedure contemplate that

18

motions for amendment of the judgment, for a new trial, to alter or amend a judgment, and for

19

20
21
22

additurs or remittiturs be heard post-judgment.

c.

Notice of Future Filings.

Again, Reed Taylor's intent to file future pleadings concerning reconsideration or

23

clarification is not a valid basis for objecting to the entry of a certified judgment at this time.

24
25

D.
In Order to Have a Complete Record for Appeal, Reed Taylor Requests
that the Court Enter Orders on All of his PendinglPast Motions.

26

Reed Taylor does not specify what pending/past motions he is referring to but the only

27

motions that may be pending relate to discovery issues, all of which are rendered moot by the

28

Opinion and Order entered by this Court on June 17, 2009, and Plaintiff s motion to dissolve
RESPONSE TO REED TAYLOR'S (1) OBJECTION TO RULE 54 CERTIFICATION
Randall, Blake & Cox, PLLC
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Post Office Box 446
Lewiston, ID 83501

1
2

3

the preliminary injunction is also rendered moot by said Opinion and Order. All of Reed
Taylor's claims are based upon the assertion that he is a shareholder and a creditor. His status

4
as a shareholder and creditor is, in tum, exclusively based upon the redemption agreements.
5
6
7

8
9

10

Since the Court has found the contract to be void and unenforceable, Reed Taylor has no
claims against any Defendant.
Attached hereto as Exhibit "A" is a list of all pending motions. A quick review of this
summary shows that the unresolved motions are discovery or pleading related motions that
have been rendered moot by the Court's decision of June 17,2009

11

12

13
14

E.

Notice to All Defendants and Parties.

Again, this issue does not impact the determination to enter a certified judgment at this
time; it appears to be continued threats of continued litigation.

15

II.

16

CONCLUSION

17

It is within the sole discretion of the Court, pursuant to Rule 54(b) of the Idaho Rules

18

19
20
21

22
23

of Civil Procedure, as to whether or not certification is appropriate at this time. It appears that
by the Opinion and Order dated June 17,2009, the Court invited such certification, and it also
appears that all counsel believe certification is appropriate, even Plaintiff's counsel.
As to the form of the proposed Judgment, there does not appear to be any objection to
the language contained therein. Regardless, it is within the inherent authority of the Court as

24
to whether or not the language of the Judgment is reflective of the Court's Opinion and Order.
25
26
27

If it is reflective of the Court's Opinion and Order, then the Judgment as presented should be
entered by the Court at this time.
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1
2

Reed Taylor has expressed his intent to file multiple pleadings but the Motion for

3

Partial Summary Judgment by Connie Taylor, James Beck, and Corrine Beck has been

4

briefed, supportive affidavits supplied, arguments held, and an opinion has been rendered

5

6
7

8
9

10

thereon, and, thus, the entry of a Rule 54(b) certified judgment is appropriate at this time.
DATED this 24th day of June, 2009.
RANDALL, BLAKE & COX, PLLC
Attorneys for Defendants Connie Taylor,
J ames Beck and Corrine Beck, and
Counterc
ts Connie W. Taylor and

11

12
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CERTIFICATE OF MAILING

3

I certify that on June 24, 2009, at my direction, the foregoing Response to Reed
Taylor's (1) Objection to Rule 54 Certification as Proposed by Connie Taylor, James Beck
and Corrine Beck; (2) Notice of Future Filings; (3) Request for Orders on All of Reed
Taylor's Pending Motions; and (4) Notice to All Defendants and Parties was on the following

4

5

in the manner shown:
6
7
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Counsel for Plaintiff: (copy)
Roderick C. Bond
Smith, Cannon and Bond, PLLC
508 8th Street
Lewiston, ID 83501
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Michael S. Bissell
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300 North LaSalle Street, Suite 4000
Chicago, IL 60661-2511
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Counsel for R. John Taylor: (copy)
Michael E. McNichols
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EXHIBIT A

RESPONSE TO REED TAYLOR'S OBJECTION TO RULE 54 CERTIFICATION
AS PROPOSED BY CONNIE TAYLOR, JAMES BECK AND CORRINE BECK

List of pending motions in Taylor v. AlA Services Corp. et a1.

1.

Connie Taylor et al. Motion for Partial Summary Judgment - ADDRESSED BY JUDGE
BRUDIE'S OPINION OF 6-17-09

2.

Intervenor's Request for Reconsideration - ADDRESSED BY OPINION OF 6-17-09

3.

Reed Taylor's Motion for Summary Judgment as to standing - ADDRESSED BY
OPINION OF 6-17-09

4.

Reed Taylor's Motion to Strike or in Limine the affidavits of Hooper and Voth ADDRESSED BY OPINION OF 6-17-09

5.

Intervenor's Motion to Strike the affidavit of Pederson (joined by John, Connie & Beck,
Duclos & Freeman) - ADDRESSED BY OPINION OF 6-17-09

6.

Reed Taylor's Motion to Compel, Motion to Sequence Motion Hearings, and Motion for
Rule 56(f) Ruling filed against the defendants and a separate one against Intervenor ADDRESSED BY OPINION OF 6-17-09.

7.

AIA's Motion for Summary Judgment/Rendered moot by Judge Brudie's opinion of
6-17-09.

8.

Intervenor's Request for Judicial NoticelNot addressed, but isn't required as a basis
for Judge Brudie's opinion of 6-17-09.

9.

Intervenor's Motion for Partial Summary Judgment (joined by John Taylor) !Rendered
moot by Judge Brudie's opinion of 6-17-09.

10.

Reed Taylor's Motion to Compel Documents from John Taylor /Addressed and/or
rendered moot by Judge Brudie's opinion of 6-17-09.

11.

Reed Taylor's Motion to Dissolve Preliminary Injunction and Motion to Relinquish
Collateral !Rendered moot by Judge Brudie's opinion of 6-17-09.

12.

AIA's motion to amend their answer !Rendered moot by Judge Brudie's opinion of 617-09.

13.

John Taylor filed a motion for protective order as to discovery issue documents first being
obtained from corporation before him personally !Rendered moot by Judge Brudie's
opinion of 6-17-09.

RESPONSE TO REED TAYLOR'S OBJECTION TO RULE 54 CERTIFICATION
AS PROPOSED BY CONNIE TAYLOR, JAMES BECK AND CORRINE BECK

~8(,

7

()A/
Michael E. McNichols
CLEMENTS, BROWN & McNICHOLS, P.A.
Attorneys at Law
321 13th Street
Post Office Box 1510
Lewiston, Idaho 83501
(208) 743-6538
(208) 746-0753 (Facsimile)
ISB No. 993
Attorneys for Defendant R. John Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

REED J. TAYLOR, a single person;

)
)

Plaintiff,

)

vs.

)
)

AlA SERVICES CORPORATION, an Idaho)
corporation; AlA INSURANCE, INC., an
)
Idaho corporation; R. JOHN TAYLOR and )
CONNIE TAYLOR, individually and the
)
community property comprised thereof;
)
BRYAN FREEMAN, a single person; and
)
JOLEE DUCLOS, a single person;CROP USA)
INSURANCE AGENCY, INC., an Idaho
)
Corporation; and JAMES BECK and
)
CORRINE BECK, individually and the
)
community property comprised thereof;
)
)

Defendants.

Case No: CV 07-00208

)

)
)

DEFENDANT
R. JOHN TAYLOR'S
JOINDER IN CONNIE
TAYLOR, JAMES BECK AND
CORRINE BECK'S RESPONSE
TO PLAINTIFF REED J.
TAYLOR'S 0) OBJECTION
TO RULE 54 CERTIFICATION
AS PROPOSED BY CONNIE
TAYLOR, JAMES BECK AND
CORRINE BECK; (2) NOTICE
OF FUTURE FILINGS; (3)
REQUEST FOR ORDERS ON
ALL OF REED TAYLOR'S
PENDING MOTIONS; & (4)
NOTICE TO ALL
DEFENDANTS & PARTIES

Defendant R. John Taylor joins in defendants Connie Taylor, James Beck
and Corrine Beck's RESPONSE TO PLAINTIFF REED J. TAYLOR'S (1) OBJECTION
DEFENDANT R. JOHN TAYLOR'S JOINDER
IN CONNIE TAYLOR, JAMES BECK AND
CORRINE BECK'S RESPONSE TO . . . -1-

TO RULE 54 CERTIFICATION AS PROPOSED BY CONNIE TAYLOR, JAMES
BECK AND CORRINE BECK; (2) NOTICE OF FUTURE FILINGS; (3) REQUEST
FOR ORDERS ON ALL OF REED TAYLOR'S PENDING MOTIONS; & (4) NOTICE
TO ALL DEFENDANTS & PARTIES.
DATED: June 24, 2009.
CLEMENTS, BROWN & McNICHOLS, P.A.

I'll

fl

1'2-_/11 •

1

A II

By:~~~~~~~~~~~~~~~___

MICHAEL E. McNICHOLS

CERTIFICATE OF SERVICE
I hereby certify that on the 24th day of June, 2009, I caused to be served a
true and correct copy of the foregoing by the method indicated below, and addressed to
the following:
Roderick C. Bond
NedA. Cannon
Smith, Cannon & Bond, PLLC
Attorneys at Law
508 Eighth Street
Lewiston, ID 83501
Facsimile: 746-8421
rod@scblegal.com

[X]
[]
[]
[]
[]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

Michael S. Bissell
Campbell, Bissell & Kirby, PllC
7 South Howard Street, Ste. 416
Spokane, W A 99201
Facsimile: (509) 455-7111
mbissell@cbklawyers.com

[X]
[]
[]
[]
[]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

David A. Gittins
Attorney at Law
P.O. Box 191
Clarkston, W A 99403
Facsimile: 758-3576
david@gittins1aw.com

[X]
[]
[]
[]
[]

U:S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

DEFENDANT R. JOHN TAYLOR'S JOINDER
IN CONNIE TAYLOR, JAMES BECK AND
CORRINE BECK'S RESPONSE TO . . . -2-

David R. Risley
Randall, Blake & Cox
P.O. Box 446
Lewiston, ID 83501
Facsimile: 743-1266
David@rbcox.com

[X]

Charles A. Brown
Attorney at Law
P.O. Box 1225
Lewiston, ID 83501
Facsimile: 746-5886
CharlesABrown@cableone.net

[X]

[
[
[
[

[
[
[
[

]
]
]
]

]
]
]
]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail
U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley
877 Main Street, Ste. 1000
P.O. Box 1617
Boise,ID 83701-1617
Facsimile: (208) 342-3829
Gbabbitt@hawleytroxell.com

[X]
]
]
]
]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

James J. Gatziolis
Charles E. Harper
Quarles & Brady, LLP
300 North LaSalle Street
Suite 4000
Chicago, IL 60654
Facsimile: (312) 715-5155
james.gatziolis@quarles.com
charles.harper@quarles.com

[X]
[]
[]
[]
[]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

DEFENDANT R. JOHN TAYLOR'S JOINDER
IN CONNIE TAYLOR, JAMES BECK AND
CORRINE BECK'S RESPONSE TO . . . -3-

[
[
[
[

6/2olZ008 8:10:09 AM

Deanna Silvers

v

Hawley Troxell
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FILED
lalJ JJN 2S API 8 J.f6
Gary D. Babbitt. ISB No. 1486
D. Tohn Ashby, ISB No . 7228

HAVlLEY TROXELL ENNIS & HAWLEY LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boiset ID 8.3 70 1-1617
Telephone: 208.344.6000
Facsimile: 208954.5201
Email: gbabbitt@hawleytroxell.com
jashby@hawleyhQxel1..com
Attorneys for AIA Services COIporation,
AlA Insurance, Inc.

IN THE DISTRICT COURT OF TIIE SECOND TUDICIAL DISTRlCT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. I A'l'LOR, a single petson,
Plaintif£~
VB.

)
)
)
)
)

~

AlA SERVICES CORPORA nON, an Idaho
corporation; AIA INSURANCE, INC., an
)
Idaho corpolation; R JOHN T A YWR and
CONNIE TAYLOR~ individually and the
)
community propeIty comprised thereof;
)

BRYA.t~ FREEMAN, a single person; JOLEE )
DUCWS, a single person; CROP USA
INSURANCE AGENCY, INC., an Idaho
Corporation; and JAMES BECK and
CO~r:E BECK, individually and the
communit.y property comprised thereof~
Defendan ts.

)
)
)
)
)
)
)
)

Case No. CV-07-00208

AlA SERVICES CORP.' S AND AIA
INSURANCE, INC. 'S RESPONSE TO
PROPOSED JUDGMENT AND RULE
54(b) CERTIFICATION AS PROPOSED
BY CONNIE TAYLOR, JAMES BECK,
AND CORRINE BECK, AND
RESPONSETO OBJECTION TO
mDGMENT BY PLAINTIFF

----------------------------~)

AlA SERVICES CORPORATION, an Idaho )
cOIporation; and AIA INSURANCE, INC., an )
Idaho cOIporation,
)
)

AlA SERVICES CORP.'S AND AlA INSURANCE> INC.'S RESPONSE TO PROPOSED
JUDGMENT AND RULE 54(B) CERTlFICATION AS PROPOSED BY CONNIE TAYLOR,
JAMES BECK, AND CORRINE BECK, AND RESPONSE TO OBJECTION TO JUDGMENT
BY PLAINTIFF - 1

9071
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Deanna Silvers

Counterclaimants.

Hawley Troxell

Page 4

)
)

vs,

)
)

REED J. r AYLOR. a single person,

)
)

Counterdefendant,

)

------------------------~)
COMES NOW AIA Services Corp and AIA Insurance, Inc., by and through their
attorney of record, Gary D. Babbitt of the firm of Hawley Troxell Ennis & Hawley LLP, and
provides this response to the proposed Judgment and Ru1e 54(b) Certificate as proposed by
Connie TaylOl:, James Beck, and Corrine Beck.
RESPONSE
AlA Servic.es Corp. and AIA Insurance, Inc. does not object to the proposed Judgment

and requests Certification of said Tudgmellt. The Judgment mirrors the Court's Opinion and
Order dated June 17,2009, and the Rule 54(b) Certificate is appropriate pursuant to I.R..C,P.
Rule 54{b}.
AIA Services COIp. and AlA Insurance, Inc. ("Defendants") request the Comt to deny the

PlaintifI's, Reed Taylor's Objection, Notice of Futute Filings, Request for Rulings on all pending
motions, and the Notice To All Parties (hereinafter "Objection") on the grounds and for the
reason that the Rule 54(b) certification complies fully with the Court Order, that tho Plaintiffhas
not complied virith the IdallO Ru1es of Civil Procedure in presenting the "Objection" and in any
event all motions pending in the case are now moot and need not be ruled on.
Defendants hereby adopt the Response to Plaintiff Reed Taylor's

O~jection

to Rule 54(b)

Certification as Proposed by Connie Taylor, James Beck~ and Conine Beck.

AIA SERVICES CORP.'S AND AIA INSURANCE, INC.'S RESPONSE TO PROPOSED
nJDGMENl AND RULE 54(B) CERllFlCATION AS PROPOSED BY CONNIE TAYLOR,
J.AJ.1ES BECK, AND CORRINE BECK t AND RESPONSE TO OBJECTION TO TUDGMENT
BY PLAINTIFF - 2

3372-
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Deanna 5ilvers

DATED THIS

Hawley Troxell

Page 5

~ day ofJune, 2009.
HAWLEY TROXELL ENNIS & HAWLEY LLP

Q_ \DB~J~~
GaIYD:Bat;it~ ISB No. 1486
Attomeys for AIA Services Corporation,
AIA Insurance, Inc.,

AlA SERVICES CORP:S AND AIAINSURANCE, INC.'S RESPONSE TO PROPOSED
JUDGMENT AND RULE 54(B) CERTIFICATION AS PROPOSED BY CONNIE TAYLOR.
JANffiS BECK, AND CORRINE BECK. AND RESPONSE TO OBJECTION TO JUDGMENT 90
BY PLAINTIFF - 3
OlJ "
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Hawley Troxell
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CERTIFICATE OF SERVICE
I HEREBY CERTIFY that on this~ay of June, 2009, I caused to be served a true
copy of the foregoing AlA SERVICES CORP.'S AND AlA. INSURANCE. INC,'S RESPONSE
TO PROPOSED JUDGMENT AND RULE 54(B) CERTIFICATION AS PROPOSED BY
COhlNIE TAYLOR. JAMES BECK, AND CORRlNE BECK, AND RESPONSE TO
OBJECTION TO JUDGMENT BY PLAJNTTIiF by the method indicated below, and addressed
to each of the following:
Roderick C Bond
S:rvHTH, CANNON & BOND PLLC
508 Eighth Street
Lewiston, ID 83501
rod@scblegalcom
[Attomeys for Plaintiff]
Michael S, Bissell
CAM:PBELL, BISSELL & KIRBY, PLLC
416 Sy!nons Building
7 South Howard Street
Spokane, WA 99201

_ _ U.S. Mail. Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy

~mail
_ _ u..S. Mail, Postage Prepaid
Hand Delivered
_ _ Ovemight Mail
_ _ Telecopy
LEmail

mbissell@cbklawyers.com
[Attorneys for Plaintiff]

David A. Gittins
LAW OFFICE OF DAVID A. GITTINS
P.o.. Box 191
Clarkston, W A 99403
david@gittinslaw.com
[Attomey for Defendants Duclos and Freeman]

_ _ U.S. Man, Postage Prepaid
Hand Deliver-ed
_ _ Ovemight Mail
_ _ Telecopy
LEmail

Michael E.. McNichols
CLEMENTS BROWN & J\1CNlCHOLS
321 13th Street
Lewiston, ID 83501
mmcnichols@clbrmc.com
[Attorneys for Defendant R, John Taylor]

__ u .s. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
~Email

AIA SERVICES CORP .. ' SAND AIA INSURANCE. INC .. ' S RESPONSE TO PROPOSED
JUDGMENT AND RULE 54(B) CERTIFICATION AS PROPOSED BY CONNIE TAYLOR
JAMES BECK, liND CORRINE BECK, AND RESPONSE TO OBJECTION TO ,JUDGMENT QQ
BY PLAINTIFF - 4
00
400050006 1579719 1
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'1

6/20/2009 8:10:59 AM

Deanna Silvers

David R. Risley
RANDALL, BLACK & COX~ PLLC
P.O. Box 446
1106 Idaho Street
Lewiston, ID 83501
Da,,rid®rbcox.com
[Attorneys for Defendants Comrie Taylor~ James Beck
and Corrine Beck]

James J. Gatziolis
Charles E. Halper
QUARLES & BRADY LLP
300 North LaSalle Street. Suite 4000
Chicago, IL 60654

Hawley Troxell
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_ _ lJ S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail

_ _ Telecopy

-.L Email

_ _ U.S . Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail

Telecopy

=:;2: Email

james.gatziolis@quarlescom
charles.hmper@quarIes . com
[Attorneys for Crop USA Insurance]
Charles A. Br'O'\vn, Esq.
324 Main Street
Lewiston, ID 83501
CharlesABrown@cableone.net
[Intelvenor. 401(k) Profit Sharing Plan]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Ovemight Mail
Telecopy

-;;rEmail

AlA SERVICES CORP.' S AND AIA INSURANCE, INC.'S RESPONSE TO PROPOSED
TUDGMENT AND RULE 54(B) CERTlFICATION AS PROPOSED BY CONNIE TAYLOR,
JAMES BECK, AND CORRINE BECK., AND RESPONSE TO OBJECTION TO JUDGMENT 907~
BY PLAINTlFF· 5
00
40005 OCoD6.1579719

~

FILED
RODERICK C. BOND, ISB No. 8082
MICHAEL S. BISSELL, ISB No. 5762
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, W A 99201
Tel: (509) 455-7100
Fax: (509) 455-7111
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Attomeys for Plaintiff Reed J. Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

v.
AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR and C01\TNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORR1NE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208

PLAINTIFF REED TAYLOR'S:
(1)
MOTION FOR
RECONSIDERATION AND
CLARIFICA TION OF THE COURT'S
OPINION AND ORDER ON
PLALNTIFF AND DEFENDANTS'
MOTIONS TO STRIKE EXPERT
AFFIDAVITS AND DEFENDANTS'
MOTION FOR PARTIAL SUMMARY
JUDGMENT, OR, ALTERNATIVELY,
MOTION/REQUEST FOR RULE S4(b)
CERTIFICATION,MOTION FOR
ORDER TO PROTECT PROPERTY
AND MOTION TO STAY; AND
(2)
REQUEST FOR HEARING ON
MOTIONS WITH ORAL ARGUMENT

Defendants.
A. Motions.
Pursuant to LR.C.P. 11(a)(2)(B), LR.C.P. 54(b), LC. § 13-202, LA.R. 13(a), and l.A.R.
13(b)(10), Reed Taylor moves the Court for reconsideration of its Opinion and Order on Plaintiff

REED TAYLOR'S MOTION FOR RECONSIDERATION AND CLARIFICATION
OR, ALTERNATIVELY, MOTION FOR RULE 54 CERTIFICATION, MOTION FOR
ORDER TO PROTECT PROPERTY AND MOTION TO STAY - 1

and Defendants' Motions to Strike Expert Witness Affidavits and Defendants' Motion for Partial
Summary Judgment, or, alternatively, for LR.C.P. 54(b) certification of the Order granting
Connie Taylor and James Beck's Motion for Partial Summary Judgment and for an order
protecting property subject to appeal and a stay of all proceedings pending appeal.
B. Request for Hearing.
Upon Reed Taylor's counsel conferring with the Court's clerk for available hearing dates,
Reed Taylor requests that the Court set a hearing for the above motions for 1:30 p.m. on July 23,
2009. Oral argument is requested.

C. Memorandum of Law.
Reed Taylor will timely file and serve his memorandum of law supp01iing the above
motions upon the Court setting the matter for hearing.
DATED: This 8th day of July, 2009.
CAMPBELL, BISSELL &

,

K!RBj PLLC
I /I'
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•

By:./
'1./.,;;/' /b/// I
RODERICK C. BONU
MICHAEL S. BISSELL
Attorneys for Plaintiff Reed J. Taylor
Data\1315\motion.rec.on.070809.doc

REED TAYLOR'S MOnON FOR RECONSlDERA nON AND CLARIFICATION
OR, ALTERNATIVELY, MOTION FOR RULE 54 CERTIFICATION, MOTION FOR
ORDER TO PROTECT PROPERTY AND MOTION TO STAY - 2

3677

CERTIFICATE OF SERVICE
I, Michael S. Bissen, declare that, on the date indicated below, I served a true and correct
copy of the foregoing and a Proposed Order Setting Hearings on the following parties via the
methodes) indicated below:

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, W A 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston, lD 83501
Attorney for R. John Taylor

David R. Risley
Randall, Blake & Cox
1106 Idaho St.
Lewiston, ID 83501
Attorney for Connie Taylor, James Beck and
Corrine Beck

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 MaiD Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
eX) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) I-land Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

REED TA YLOR'S MOTION FOR RECONSIDERATION AND CLARIFICATION
OR, ALTERNATIVELY, MOTION FOR RULE 54 CERTIFICATION, MOTION FOR
ORDER TO PROTECT PROPERTY AND MOTION TO STAY - 3

Via:
James J. Gatziolis
Charles E. Harper
Quarles & Brady LLP
Citigroup Center> 500 West Madison Street
Suite 3700
Chicago,IL 60661-2511
Attorneys for Crop USA Insurance Agency

( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Via:
Charles A. Brown
Attorney at Law
324 Main Street
Lewiston, ID 83501
Attorneys for AlA Services 401 (k) Plan

( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered - Via Messenger
Overnight Mail
Facsimile
Email (pdf attachment)

th

Signed this 8 day of July, 2009, at Spokane, washingt0j'

I

I

I /1

I
/7
/! / /
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Mic~ael S. Bissell

REED TAYLOR'S MOTION FOR RECONSIDERATION AND CLARIFICA nON
OR, ALTERNATIVELY, MOTION FOR RULE 54 CERTIFICATION, MOTION FOR
ORDER TO PROTECT PROPERTY AND MOTION TO STAY 4

8271

Michael E. McNichols
CLEMENTS, BROWN & McNICHOLS, P.A.
Attorneys at Law
32 1 13 th Street
Post Office Box 1510
Lewiston, Idaho 83501
(208) 743-6538
(208) 746-0753 (Facsimile)
ISB No. 993

DEPUTY

Attorneys for Defendant R. John Taylo

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

REED J. TAYLOR, a single person;

)
)

Plaintiff,

Case No: CV 07-00208

)
)

vs.

)

MEMORANDUM OF
COSTS

)

AlA SERVICES CORPORA nON, an Idaho )
corporation; AIA INSURANCE, INC., an
)
Idaho corporation; R. JOHN TAYLOR and )
CONNIE TAYLOR, individually and the
)
community property comprised thereof;
)
BRYAN FREEMAN, a single person; and
)
JOLEE DUCLOS, a single person;CROP USA)
INSURANCE AGENCY, INC., an Idaho
)
Corporation; and JAMES BECK and
)
CORRINE BECK, individually and the
)
community property comprised thereof;
)
)

Defendants.
STATE OF IDAHO

)
)

) ss.
County of Nez Perce

)

MICHAEL E. McNICHOLS, being first duly sworn on oath, deposes and
says:
MEMORANDUM OF COSTS

-1-

I am an adult citizen of the United States of America, competent to testify as
a witness; I am the attorney for defendant R. John Taylor in this matter and make this
affidavit on behalf of defendant R. John Taylor for the reason that I am better informed
as to the facts stated herein.
The following costs were necessary and were reasonably incurred in the
course of defending this action. The items claimed are true and correct and the costs
claimed are in compliance with Rule 54, LR.C.P.
COSTS AS A MATTER OF RIGHT PURSUANT TO I.R.C.P. 54(d)(1)(C):
1. Court filing fee for Answer:

$

58.00

2. LC Reporting (hearing transcripts)
02/26/07 (motion hearing)
$ 73.60
03/01/07 (motion hearing)
$ 337.60
02/28/08 (expedited motion hearing)
$ 26.10
03/13/08 (expedited - Court's comments)
$ 21.75
03/13/08 (court hearing)
$ 50.00
09/11/08 (motion hearing/original & 1 copy) $ 110.55
Total

$ 619.60

3. Clearwater Reporting
08/29/07 (Deposition of John Taylor)
01128-30/08 (Depositions)
John Taylor (Vol. 1)
John Taylor (Vol. 2)
John Taylor (VoL 3)
Total

$ 2,425.48

$ 755.44

$1,670.04

4. Service of Process, Subpoenas and Preliminary Injunction
02/23/07 Nez Perce County Sheriff
$ 40.00
Temporary Restraining OrderlReed Taylor
02123107 Nez Perce County Sheriff
$ 40.00
Service of subpoena on Officer Tom Sparks
Total
5. Witness Fees and Mileage
Officer Tom Sparks (Preliminary Injunction
Hearing)
$ 25.00
Total
TOTAL COSTS:
MEMORANDUM OF COSTS

-2-

$

80.00

$

25.00

$3,208.08

DATED this 7th day of July, 2009.
CLEMENTS, BROWN & McNICHOLS, P.A.

&t
~
MICHAELRCNICHOLs

By__~==~~-=~~~~~~_______
Attomey for Defendant R. John Taylor

Notary Public in and for the State of Idaho,
Residing at Orofino, therein.
My Commission Expires: 10/19/11
CERTIFICATE OF SERVICE
I hereby certify that on the 7th day of July, 2009, I caused to be served a true
and correct copy of the foregoing by the method indicated below, and addressed to the
following:
[
[
[
[
[

Roderick C. Bond
Michael S. Bissell
Campbell, Bissell & Kirby, PllC
7 South Howard Street, Ste. 416
Spokane, W A 99201
Facsimile: (509) 455-7111
mbissell@cbklawyers.com

[X]
[X]

David A. Gittins
Attomey at Law
P.O. Box 191
Clarkston, WA 99403
Facsimile: 758-3576
david@gittinslaw.com

[ ]
[ ]
[ ]

[X]

David R. Risley
Randall, Blake & Cox
P.O. Box 446
Lewiston, ID 83501
Facsimile: 743-1266
David@rbcox.com

MEMORANDUM OF COSTS

]
]
]
]
]

[
[
[
[

]
]
]
]

[X]
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U.S. Mail
U.S. Mail
Hand Delivered
Ovemight Mail
Facsimile
E-Mail
U.S. Mail
Hand Delivered
Ovemight Mail
Facsimile
E-Mail
U.S. Mail
Hand Delivered
Ovemight Mail
Facsimile
E-Mail

Charles A. Brown
Attorney at Law
P.O. Box 1225
Lewiston, 1D 83501
Facsimile: 746-5886
CharlesABrown@cableone.net

[]
[]
[]
[]
[X]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley
877 Main Street, Ste. 1000
P.O. Box 1617
Boise,1D 83701-1617
Facsimile: (208) 342-3829
Gbabbitt@hawleytroxell.com

[]
[]
[]
[]
[X]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

James J. Gatziolis
Charles E. Harper
Quarles & Brady, LLP
300 North LaSalle Street
Suite 4000
Chicago, 1L 60654
Facsimile: (312) 715-5155
james.gatziolis@quarles.com
charles.harper@quarles.com

[]
[]
[]
[]
[X]

U.S. Mail
Hand Delivered
Overnight Mail
Facsimile
E-Mail

MIchael E. McNichols

MEMORANDUM OF COSTS

-4-

FILED
• JUL 9 PRl

5"" ttl

RODERICK C. BOND, ISB No. 8082
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, W A 99201
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

Case No.: CV-07-00208

v.
AlA SERVICES CORPORATlON, an Idaho .
corporation; AlA INSURANCE, INC., an Idaho!
corporation; R. JOHN TAYLOR and CONNIE
TA YLOR, individually and the COIIDllunity
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;
Defendants.

PLAINTIFF REED TAYLOR'S
MEMORANDUM OF LAW IN
SUPPORT OF MOTION FOR
RECONSIDERATION AND
CLARIFICATION OF THE COURT'S
OPINION AND ORDER ON
PLAINITFF Al~D DEFENDANTS'
MOTIONS TO STRIKE EXPERT
AFFIDAVITS AND DEFENDANTS'
MOTION FOR PARTIAL SUMMARY
JUDGMENT; OR, AL TERt~ATIVEL Y,
MOTIONIREQUEST FOR RULE 54 (b)
CERTIFICATION, MOTION FOR
ORDER TO PROTECT PROPERTY
AND MOTION TO STAY

Plaintiff Reed Taylor submits this memorandum of law in support of his Motions under
LR.C.P. 11(a)(2)(B), l.R.C.P. 54(b), I.C. § 13-202, LA.R. 13(a), and LA.R. 13(b)(10):

/1/
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I. LEGAL AUTHORITY AND ARGUMENTS
In addition to the specific cites below, this Memorandum of Law relies upon the full
Affidavit of Scott Bell dated April 12, 2009, and incorporates by reference Reed Taylor's entire
Statement of Facts in Opposition to the Defendants' Motions for Partial Summary Judgment.

A. The Court should grant Reed Tavlor's Motion for Reconsideration of the
Opinion and Order on Defendants' Motion for Partial Summary Judgment and
enforce the redemption agreements,1
A motion for reconsideration of any interlocutory orders of the trial court may be made at
any time 'within 14 days after the entry of final judgment. LR.C.P. 11(a)(2)(B).
A party making a motion for reconsideration is permitted to present new evidence, but is
not required to do so. Johnson v. Lambros, 143 Idaho 468, 147 P.3d 100 (Ct. App. 2006).

The court must liberally construe all disputed facts in favor of the nomTIoving party, and
all reasonable inferences that can be drawn from the record will be drawn in favor of the
nonmoving party. Cristo Viene Pentecostal Church v. Paz, ]44 Idaho 304, 307, 160 P.3d 743
(2007). Summary judgment is improper "if reasonable persons could reach differing conclusions
or draw conflicting inferences from the evidence presented." McPhheters v. ;'vfaile, 138 Idaho

391,394, 64 P.3d 317 (2003).
The district court may grant summary judgment to a non-moving party even if the paliy
has not filed its own motion with the court. Hanvood v. Talbert, 136 Idaho 672, 677, 39 P.3d
612 (2001). For all of the reasons set forth below, the Court should vacate its order granting

I To the extent necessary to support each argument below, all of the below arguments and facts are incorporated by
reference into each other. In addition, Reed Taylor'S entire Statement of Facts filed on April 9, 2009, is
incorporated by reference into each argument below. All references to "redemption agreements" shall mean the
S6M Note, Redemption Agreement, Stock Pledge Agreement, Security Agreement and all ancillary documents and
later amended agreements. (Preliminary Injunction Hearing Exhibits ("Hearing, Ex.") A-E and Z-AD.)

REED TAYLOR'S MOTION FOR RECONSIDERATION AND CLARIFICATION
OR, ALTERNATIVELY, MOTION FOR RULE 54 CERTIFICATION, MOTION FOR
. ORDER TO PROTECT PROPERTY AND MOTION TO STAY - 2

Connie Taylor and James Beck's Motion for Partial Summary Judgment and enter partial
summary judgment in favor of Reed Taylor as previously requested.

1. AlA Services' shareholders' ratified, consented and/or acquiesced in the
redemption of Reed Taylor's shares and the related security interests
constitutes consent to use capital surplus pursuant to I.e. § 30~ 1-6.
Even if a corporation has insufficient earned surplus to redeem shares, capital surplus
may be utilized if the share buyback is approved by the shareholders.

LC.§ 30-1-6.

If

shareholders waive formalities or acquiesce to a transfer made without ratification, they cannot
later challenge the transfer and this rule also applies to minority shareholders. Philips Petroleum

Co. v. Rock Creek Min. Co., 449 F.2d 664, 667-68 (9 th Cir. 1971) (citing 19 AmJur.2d
Corporations § 1014)). "An affirmance of an unauthorized transaction can be infened from a
failure to repudiate it." Restatement (Second) of Agency § 94 (2008). "Generally, a corporation
which has received and retained the benefits and advantages of a contract or transaction may not
raise the defense of ultra virus jn order to escape its obligations under the contract." 19 CJ.S.
Corporations § 677 (2008).
On March 7, 1995, and July 12, 1995, AlA Services' shareholders ratified the redemption
of Reed Taylor's shares, the security interests granted to Reed Taylor in all of the revenues of
AlA Services and the security interests granted to Reed Taylor in all of the stock and revenues of
AlA Services' subsidiaries. (Affidavit of JoLee Duclos dated February 11,2009 ("Duclos AfC)
Ex. B-F; Affidavit of Scott Bell dated May 12,2009 ("Bell Aff.") Ex. B, p. 3.) In addition, every
shareholder had received several written notices of AlA Services and its operating subsidiaries'
security interests granted to Reed Taylor as security to pay the over $6 Million owed to rum.

(See e.g., Duclos Af£., Ex. C, B-1; Affidavit of Reed Taylor dated May 9,2008, Ex. B, pp. 1-2, ~
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5.) The shareholders also received wlitten notice of the payments made from capital surplus to
Reed Taylor and the security interests granted to him for many years through AlA Services'
financial statements. (Hearing, Ex. AL; Affidavit of Connie Taylor dated April 16, 2008, Ex. A;
Hearing Ex. AM; Hearing AN; Hearing Ex. AO; Hearing Ex. AQ; Hearing, Ex. X.)
On August 15, 2005, Richard Riley and Eberle Berlin certified to Reed Taylor that all
necessary approvals had been obtained by the shareholders:
The Company and its subsidiaries have full corporate power and authority to enter into.
execute and deliver the Transaction Documents and to perform their respective
obligations thereunder: all corporate action on the pati of the Company and its
Subsidiaries. and their respective shareholders. necessary for the authorization, execution,
delivery and performance by Company and its Subsidiruies of the Transaction
Documents and the consummation of the transactions contemplated thereby has been
taken ... The Transaction documents constitute the valid and binding obligation of
Company and its Subsidiaries enforceable against them in accordance with their terms ...
(Bell Aff., Ex. A, p. 2.)
On August 16, 1995, John Taylor also personally certified that AlA Services'
shareholders had ratified the redemption of Reed Taylor's shares and that all of AlA Services'
representations were true and correct: "All representations and warranties of [AlA Services] are
true and conecL."

(Bell Aft., Ex. B, p. 1,

~

Cd) (emphasis added.))

"[AlA Services']

shareholders ratified the Stock Redemption Agreement and related transactions at a special
meeting on Julv 18.1995." (ld. atp. 3 (emphasis added.»)
The shareholders ratified and approved the redemption of Reed Taylor's shares and the
use of capital surplus to pay him by approving the security agreements and payments to him
knowing that AlA Services had insutflcient earned surplus as represented in AIA Services'
financial statements. (Hearing, Ex. AL; Affidavit of Connie Taylor dated April 16, 2008, Ex. A;
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Hearing Ex. AM; Hearing AN; Hearing Ex. AO; Hearing Ex. AQ; Hearing, Ex. x.) Until April,
2007, no shareholder or party had attempted to repudiate or rescind the redemption of Reed
Taylor's shares. For almost 13 years, every shareholder in AlA Services has acquiesced in the
redemption of Reed Taylor's shares and the payments made to him from AlA Services' capital
surplus and has not complained or attempted to take action to repudiate or rescind the purchase.
Indeed, the shareholders' consent to the security interests granted to Reed Taylor is the
equivalent to the shareholders approval to dissolve the corporation under Idaho law. Such acts
all constitute the equivalent of an affirmative vote in favor of invading capital surplus to the
extent required under any interpretation of I.e. § 30-1-6. Thus, under any possible scenario, the
shareholders approved the use of capital surplus to pay Reed Taylor by voting for the redemption
of his shares and acquiescing in the use of AlA Services' capital surplus to make payments to
Reed Taylor for almost 13 years.
2. If tIle redemption agreements were illegal, the agreements should be
enforced because Reed Taylor was ignorant that the agreements violated
any law and the Defendants and their counsel represented to Reed Taylor
and his counsel that the agreements did not violate any laws.
An innocent plaintiff may recover on an illegal contract which is not declared void by
statute where such ignorance exists where the plaintiff is justifiably ignorant of the
circumstances causing the illegality. Williams v. Continental Life & Accident Company, 100
Idaho 71,73-74,593 P.2d 708 (1979) (a court of equity may enforce a contract in violation of a
statute that does not declare the contract void, provided the parties are not equally at fault);
Hedla v. ·McCool, 476 F.2d 1223, 1227 (9th Cir. 1973). When determining the illegality of an

agreement, courts should balance competing public policies to determine the enforceability of an
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illegal transaction. Smith v. Idaho Hospital Service, Inc., 133 Idaho 608, 990 P.2d 1219 (CL
App. 1999).

I.e.

§ 30-] -6 does not declare a contract made in violation of the statute void nor

does it prohibit a corporation from redeeming its own shares, and, to the contrary, specifically
provides that a corporation has a right to redeem its shares. I.C. § 30-1-6.
\\,Then the pmties are not "in pari delicto," the innocent party may recover under an illegal
agreement. McShane v. Quillin, 47 Idaho 542, 277 P. 554, 559 (1929); see also Nlaudlin v.
Pacffic Decision Sciences Corporation, 137 Cal.App.4th 1001, 1017,40 Ca1.Rptr.3d 724, 735
(Cal. Ct. App. 2006). «This exception is particularly true where the prohibition of the statute .. .is
aimed at the act of the defendant, and not at that of the plaintiff." Id. "Stock redemption statutes
are designed to protect creditors and minority stockholders from corporate mismanagement of
assets."

The Minnelusa Company v. A.G. Andrikopoulos, 929 P.2d 1321, 1323 (Col. 1996)

(interpreting Colorado's stock redemption statute which is virtually identical to I.e. § 30-1-6).
In Maudlin, the Ca1ifornia Court of Appeals relied upon the holding from the California
Supreme Comt in Tri-Q, Inc. v. Sta-Hi COlp., 63 Ca1.2d 199, 45 Cal.Rptr. 878, 404 P.2d 486
(1965) when it upheld a redemption contract that purportedly violated a redemption statute:
[T1he COutts should not be so enmllored with the Latin phrase 'in pari delicto' that they
blindly extend the rule to every case where illegality appears somewhere in the
transaction. The fundamental purpose of the rule must always be kept in mind, and the
realities of the situation must be considered. \Vbere. bv applying the rule. the public
cannot be protected because the transaction has been completed, where no serious moral
turpitude is involved, where the defendant is the one guilty of the greatest moral fault,
and where to applY the rule wiII be to pennit the defendant to be unjustly enriched at the
expense ofthe plaintiff, the rule should not be applied.

ld. at 732 (quoting Tri-Q at pp. 218-29) (emphasis added).

iii
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In fVilliams, the Idaho Supreme Court enforced an illegal contract that violated a contract
prohibited by statute:
Even assuming the decedent was aware of this limitation. there is no evidence to su!!gest
that he had anv knowledge that the statutory limitation had been exceeded. Nor does
there appear any reason why the insured should not justifiably rely upon the superior
knowledge and expertise of the insurer for full compliance with the law.
Inasmuch as there is no statute declaring the [insurance] policies in this case void, it
seems only fair and just that the foregoing principals be applied and that appellant be held
estopped fTOm assertinlZ the illegality of its bargained for [insurance] policies.

}Villiams, 100 Idaho at 74 (emphasis added).
Here,

I.e. § 30-1-6 does not prohibit a corporation from redeeming its shares. There is

absolutely no evidence in the record to even suggest that Reed Taylor or his counsel had any
knowledge that the redemption of Reed Taylor's shares could or did violate I.e. § 30-1-6. In
fact, Reed Taylor and his counsel expressly required an opinion letter fi.-om Richard Riley
(general counsel for AlA Services) opining that the redemption agreements did not violate any
Idaho laws and required AIA Services and John Taylor to represent the same. (Bell AfL, pp. 4-5,
~~ 8-11;

Ex. A-B.) Like the plaintiff in Williams, Reed Taylor bargained for an agreement to sell

his shares to AlA Services at the request of others, and, like the plaintiff in Williams, the
purchasers of Reed Taylor's shares and their counsel assured him that the redemption did not
violate any laws and were enforceable. Like the plaintiff in Williams, Reed Taylor should be
permitted to enforce the redemption agreements even if the buyback violated LC. § 30-1-6.
Reed Taylor testified regarding his inferior knowledge of the financial affairs of AlA
Services and reliance upon the representations made by AlA Services, John Taylor, Richard
Riley and Eberle, Berlin, et af.:
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I was responsible for sales and R. John Tavlor C'John Tavlor") was responsible for the
finances and legal aspects for AlA Services and its subsidiaries. In fact, when John
Taylor first joined AlA Insurance in 1976, he was hired to run the office for me and
handle financial and legal issues. I have little knowledge of financial issues. accounting
and legal matterrsl and have alwavs relied upon others (specifically John Taylor) for
these areas of operation.
(Reed Taylor Aff. dated April 9,2009, , 2 (emphasis added.» Reed Taylor further testified how
he was not attempting to sell his shares, that it was John Taylor and others who approached him
to have his shares redeemed and that the Defendants and their counsel represented the
agreements were valid and did not violate any laws:
I was not soliciting offers to sell my shares, rather John Taylor and Richard Campanaro
(he was part of the investor group with James Beck and Michael Cashman) were
approaching me to purchase my shares in AlA Services.
Vv11en I agreed to sell my shares. I relied upon John Taylor, AlA Services, Richard Rilev
and Eberle Berlin's representations that the redemption ofmv shares in 1995 was a legal
transaction and that ALA Services had the power and authority to redeem my shares. I
would never have sold my shares but for the representations made bv John Tavlor. ALA
Services, Richard Riley and Eberle Berlin that the redemption was legal. The foregoing
representations were made in Eberle Berlin's opinion letter (\vhich indicated that it was
based upon the personal knowledge of Richard Riley) and [redemption agreements] and
August 16, 1995 Certification signed by John Taylor. .. 2
(Id. at 'I~ 3- 4 (emphasis added.))

Reed Taylor's attorney for the negotiation of the redemption agreements, Scott Bell,
testified how John Taylor had superior knowledge to Reed Taylor and that he never forced the
sale of his shares upon AlA Services through his majority vote or othenvise:
I also learned that R. Jo1m Tavlor. as President, held extensive knowledge of the financial
affairs of AlA Services Corporation and its subsidiruies. while Reed Taylor held
relatively little knowledge in accounting, law or the financial affairs ofthe company ...
(Affidavit of Scott BeU dated May 12, 2009 ("Bell Aff."), pp. 2-3,
2

,4

(emphasis added.))

This testimony is further corroborated by the testimony of Scott Bell. See Affidavit of Scott BelL
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R. John Tavlor and the other investors suggested the redemption of Reed Tavlor's shares
as a means to achieve their objectives. Although Reed Taylor was initially resistant to a
redemption of his shares, he ultimately became wi1ling to do so. At no point did he force
AlA Services Corporation, through his majority vote or otherwise, to effectuate a
preferential redemption of his shares over other shareholders. In addition, as noted
above, AlA Services Corporation established a special committee of its board of directors
to negotiate and approve the redemption terms to prevent any potential conflicts of
interest.
(Bell Aff at p. 3, , 6 (emphasis added.)) Mr. Bell further testified how he was not licensed to
practice law in Idaho and was not in the position to make certain required factual and legal
determinations that only counsel for AlA Services could conduct:
Eberle. Berlin was in a position to analyze whether, with respect to AlA Services
Corporation, the transactions were authorized, complied with applicable law, triggered
complications with third parties, etc. Without access to confidential books, records and
proceedings of AlA Services Corporation, and not being a licensed Idaho lawyer, illY
firm was not in a position to make these determinations ... Richard Riley was extremely
well-versed in the le~aL financial and operational affairs of AlA Services Corporation as
a result of his long-standing relationship with the company.
(Jd. at p. 4, , 8 (emphasis added.))

At no time did Richard Riley or any other party (including Daniel Spickler, AlA
Services' general counsel) advise me or my firm that AlA Services Corporation had
insufficient earned surplus andlor capital surplus to redeem Reed Tavlor's shares or that
the transaction to redeem Reed Tavlor's shares would constitute a violation of any statute
or law in Idaho. including, I.e. § 30-1-6. In fact, Eberle. Berlin's opinion letter
affim1atively rejects the notion that the redemption agreements were illegal or violated
Idaho law.
(ld. at p. 4, '18 (emphasis in original and added.))

Had I or my firm been advised by Richard Riley or any other party that the redemption of
Reed Taylor'S shares would violate any laws or statutes in Idaho, or even that the lisk
existed, my finn 'would have advised Reed Taylor not to enter into the redemption
agreements or to close the transaction. Neither Reed Tavlor nor mv finn had any
knowledge that there any issues present that could affect the legality or enforceability of
the redemption.
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1 am perplexed as to why Richard Riley's new fmn, Hawley Troxell, et at., would assert
art;uments that contradict the terms of the opinion letter drafted when he was at Eberle
Berlin.
(Bell Aff at pp. 5-6,

~~

11-12 (emphasis added.)

Mr. Bell also specifically testified that he

would not have advised Reed Taylor to sell his shares or close the transaction but for the
representations being made by AIA Services and John Taylor:
If AlA Services Corporation had not agreed to (at signing) and warranted (at closing) the
tenns, conditions and representations in the redemption agreements (as executed), then
my firm would have advised Reed Taylor not to sign the redemptjon agreements and not
to sell his shares in AIA Services Corporation. If AlA Services Corporation had not
provided the closing certificate ... my fil1TI and I would have advised Reed Taylor not to
close the transaction for the redemption of his shares.
(ld. at p. 6, '1113 (emphasis in original.») Mr. Bell was emphatic about obtaining an opinion letter

from AlA Services' counsel confirming that the transaction was legal and the agreements
enforceable:
During the course of my firm's representation of Reed Tavlor. mv firm determined that
as a condition to the redemption. AlA Services Corporation's outside counsel should
deliver to Reed Tavlor a VvTitten legal opinion regarding certain legal matters surrounding
the redemption. Reed Taylor agreed with this assessment.
(ld. at p. 4, '118 (emphasis added.»

The requirement of obtaining an opinion letter for the redemption of Reed Taylor's
shares was adhered to by mv finn and not waived by Reed Tavlor. .. Ifthe opinion letter
had not been provided to Reed Tavlor. my firm would have advised Reed Taylor not to
close any transaction involving the redemgtion o[his shares .... Reed Taylor relied on the
opinion letter as a necessary condition to closing the redemption of his shares.
(ld. at p. 5, ~ 10 (emphasis added.))

I have been advised that AlA Services Corporation and other parties are now asserting
that the redemption of Reed Taylor'S shares in AIA Services Corporation violated Idaho
law in that AlA Services Corporation did not have sufficient eamed surplus to redeem
Reed Taylor's shares. The avoidance of this kind of argument is precisely why opinion
letters are obtained in this kind of transaction.
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(Bell Aff at p. 6, '1 14 (emphasis added.)

The opinion letter provided to Reed Taylor and Scott

Bell specifically addressed Eberle Berlin's significant legal representation of AlA Services in the
transaction and that the redemption agreements did not violate any laws:
We have acted as general counsel for [AlA Services] in connection with the transactions
contemplated by the Agreement. As such general counsel, we have assisted in the
negotiation, and have examined the executed counterparties ... ofthe Agreement and other
Transac60n Documents.
The Company and its subsidiaries have full corporate power and authority to enter into.
execute and deliver the Transaction Documents and to perform their respective
obligations thereunder: all corporate action on the part of the Company and its
Subsidiaries. and their respective shareholders. necessary for the authorization, execution,
delivery and performance by Company and its Subsidiaries of the Transaction
Documents and the consummation of the transactions contemplated thereby has been
taken ... The Transaction documents constitute the valid and binding obligation of
Company and its Subsidiaries enforceable against them in accordance with their tenns ...
Neither the execution and delivery of the Transaction Documents by Companv and its
Subsidim1es. or the consummation of the transactions contemplated thereby. will (a)
conflict ,"vith or violate any provision of their respective Articles of Incorporation or
Bvlaws ... [or] violate anv law. rule. license. regulation ....
(Bell Aff., Ex. A, pp. 1-3.)

Finally, Paul Pederson, Reed Taylor's expeli witness who has

identified millions of dollars of undisputed improper transactions, even testified that it is possible
Reed Taylor should have been paid in full but for the significant corporate malfeasance at AlA:
[g]iven the magnitude of AIA's pattern of questionable and prohibited trmlsactions and
transfers of capital that have occurred over a 13 Yz vear period. it is conceivable that the
remaining obligation owed to Reed Taylor for sun'endering his AlA stock could have
been satisfied in accordance with its tenns.
(Amended mld Restated Affidavit of Paul Pederson, p. 21. ~ 29(d) (emphasis added.»
John Taylor also personally certified that AlA Services' shareholders had ratified the
redemption of Reed Taylor's shares and that all of AlA Services' representations were true and
correct: "All representations and warranties off AlA Services] are true and correct..." (Bell Aff,
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Ex. B, p. 1, ~ (d) (emphasis added.)

"'[AlA Services'] shareholders ratified the Stock

Redemption Agreement and related transactions at a special meeting on July 18, 1995." (Ie!. at p.
3 (emphasis added.))
John Taylor \'Vas an attorney licensed to practice in the state of Idaho, an accountant, and
a member of the publically traded Avista Corporation. (Affidavit of Roderick Bond "Bond Aff."
dated Aplil 9, 2009, A-C.) Connie Taylor was also a co-shareholder with John Taylor, former
law clerk for a judge, and an attorney licensed to practice law in Idaho.

(Bond Aff. dated

September 4, 2008, Ex. A; Bond Aff. dated April 9,2009, Ex. D.) JoLee Duclos had a paralegal
degree. (Bissell Af[ dated February 26, 2009, Ex. 33, Ex. 53, p. 23.) James Beck would not
invest in AlA Services unless Reed Taylor's shares were redeemed to his satisfaction, which was
a condition precedent required before he invested in AlA Services (Affidavit of Reed Taylor
dated May 9, 2008, Ex. E, p. 10,

~9.).

In contrast, Reed Taylor attended college, but never

obtained a degree. (Bond Aff. dated Apri19, 2009, Ex. A.)
All of the individual Defendants are shareholders of CropUSA, the corporation \vere
millions of dollars in AlA Services funds were unlawfully transferred. 3

AlA Services

represented to Reed Taylor that it had the power and authority to redeem his shares, that the
agreements would not violate any laws, and that it would ensure the transaction was ratified to
the extent any further ratification was required. (Hearing, Ex. Z, p. 6 § 3.3; p. 7, § 3.4; p. 10, §
5.l(m).)

1/1

All of the foregoing facts are contained in Reed Taylor's Statement of Facts in Opposition to Connie Taylor and
James Beck's Motion for Partial Summary Judgment, which is incorporated by reference in all the arguments
asserted herein.

3
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The Defendants and their counsel held an overwhelming advantage over Reed Taylor in
all aspects of the tinancial and legal affairs of AlA Services. John Taylor and Connie Taylor
were both attorneys licensed to practice in Idaho. Richard Riley and Eberle Berlin represented
AIA Services in the redemption negotiations, during the drafting of the agreements, and at the
closing of the transaction on August 16, 1995. (Bell. Aff., Ex. A-B.) Significantly, Richard
Riley and Eberle BerEn issued an opinion letter to Reed Taylor stating that the redemption did
not violate any laws, that AlA Services and its subsidiaries had the power and authority to
redeem the shares,

fu'ld

that all necessary shareholder approvals had been obtained as of August

15, 1995. The Defendants and their counsel all represented that no laws would be violated and
that AlA Services could close the transaction. The evidence is overwhelming that Reed Taylor is
the least guilty party, that he was justifiably ignorant, and that he and his counsel exerted
reasonable efforts to ensure the redemption complied with Idaho law, including, without
limitation, requiring AlA Services' counsel to deliver Reed Taylor an opinion letter. (Bell Aff'.,
Ex. A.) All of these facts are undisputed.
I.C. § 30-1-6 was not "aimed" at permitting a corporation and its minority shareholders
and others to engineer an improper share buyback scheme involving the majority shareholder
and then invalidate the agreement 14 years later after they have unlawfully transferred millions
of dollars out of the corporation. Public policy is not served by the Court invalidating the
redemption agreements based upon the illegality doctrine upon a finding that a portion of LC. §
30-1-6 was not complied with. Public policy is not served by permitting AIA Services and the
individual defendants to escape their significant liabiWies for misappropriating millions of
dollars for their own benefit by asserting the redemption agreements are illegal after 14 years.
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Thus, assuming the redemption agreements are illegal contracts, the Court should apply
one or more of the exceptions set forth above and find that the redemption agreements are valid
and enforceable, particularly since Reed Taylor is the less guilty party, \-vas justifiably ignora'1t,
and was the individual recipient of countless representations and warranties by the Defendants
that the redemption agreements were valid, enforceable and did not violate Idaho law.

3. The redemption agreements are not illegal contracts amI are enforceable
because I.e. § 30-1-6 does not prohibit a corporation from repurchasing
its shares.
"Since the consequences of a court finding a contract to be illegal are harsh, only those
contracts which involve consideration that is expressly prohibited by the relevant prohibitory
statute are void."

Farrell v. Whiteman, 146 Idaho 604, 200 P.3d 1153, 1159 (2009). "Such

statutes must be narrowly construed, and only those contracts violating express provisions
thereof will be deemed illegal." Id (emphasis added).

Whether a contract is against public

policy is a question of law for the court to determine tram all the facts and circumstances in each
case. Quiring v. Quiring, 130 Idaho 560, 566, 944 P.2d 695, 701 (1997). Public policy may be
f()und in statutes, judicial decisions or the constitution. Id (emphasis added).

In general. unless an agreement necessarily contemplates violating a statute. it is
enforceable, and if it is later performed in a way that involves some slight violation of
law. not seliously injurious to the public order, the person perfonning may recover. The
principal stated more broadly:
Where a bargain does not in terms necessarily involve a violation of law, the fact
the plaintiff performs it in a way not allowed bv law. does not preclude recovery.
if not seriously injurious to the public order.
8 Williston on Contracts § 19:51 (4th ed.) (2008) (intema1 citations omitted) (emphasis added).

I.e. § 30-1-6 does not expressly bar or prohibit a corporation from redeeming its shares. See I.e.
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§ 30-1-6. Compare, LaVoy Supply Co. v. Young, 84 Idaho 120, 127, 369 P.2d 45 (1962)("A

corporation itself cannot have a stock repmchase agreement declared illegal, nor can creditors
who are not injmed have a right to complain."); The lvfinnellisa Company v. A.G. Andrikopouios,
929 P.2d 1321, 1323 (CoL 1996) (contract was not illegal even though it violated a statute
virtually identical to I.C. § 30-1-6.); Wernecke v. St.l'vlaries Joint School Dist. No 401, 147 Idaho
277, 207 P.3d 1008 (2009) (contract was illegal because the statute prohibited agreements
waiving rights under the Workers Compensation Act); Farrell v. TrVhiteman, 146 Idaho 604,200
P.3d 1153 (2009) (a contract with an unlicensed architect was illegal): Tl"ees v. Kersey, 138
Idaho 3, 6, 56 P.3d 765 (2002) (a contract with an unlicensed public works contractor is illegal);

Quiring v. Quiring, 130 Idaho 560, 944 P.l2d 695 (1997)(a contract to refrain from infonning
authorities of sexual improprieties with a child are illegal).
Here, the Defendants and Plan argue that the redemption of Reed Taylor's shares violated

I.e. § 30-1-6, and, consequently, the redemption agreements are void and unenforceable. The
Court agreed. However, a corporation's redemption of shares is not an express violation of I.e.
§ 30-1-6, which is the requisite required under the standard in Ttees, Farrell, Quiring, and

Wernecke.

In addition, Idaho law is settled as forth in a judicial decision which has not be

ovemlled that certain parties, including the corporation, may not have a redemption declared
illegal or attack the transaction. LaVoy

Supp~v

Co. v. Young, 84 Idaho 120. Likewise, under

other judicial decisions, minority shareholders may not attack a stock redemption or have the
transaction declared illegaL The lv1innelusa Company v. A.G. Andrikopoulos, 929 P.2d 1321,
1323 (Col. 1996).
III
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Under the Defendants and Plan's rationale and the rationale adopted by the Court, any
contract that violated I.C. § 30-1-830 (a director's fiduciary duties to a corporation), would be
void and unenforceable if a director is found to have not discharged his duties properly. Under
this same rationale, any party contracting with the corporation would face a void and
unenforceable contract simply because the director or officer breached fiduciary duties, such as
the case with Reed Taylor based upon the Defendants' violation of I.e. § 30-1-6. This rationale
is illogical and unsound and not the intent of the Idaho Legislature.

4

The Defendants and their

counsel are who violated Idaho law, to the extent any violation of I.e. § 30-1-6

OCCUlTed.

This

illustrates why the cases relied upon by the Defendants, the Plan and the Court address statutes
pertaining to it being "unlawful" for professionals or contractors to not be licensed in the state of
Idaho and other statutes solely and expressly intended to protect the public as a whole. This
rationale also supports the finding that a violation of I.e. § 30-1-6, wherein no creditors or
shareholders were harmed as is the case in this matter, does not constitute an illegal agreement
and should be enforced as was the case in La Voy Sllpp{V Co. and The Minnelusa.
All of the above Idaho cases cited by the Defendants and the Plan (including Trees v.

Kersey, which the Court relied upon in its Opinion and Order) involve contracts or acts which
the Idaho Legislature has deemed "unlawfur' or has expressly barred. Here, AlA Services is not
ban-ed fl."om redeeming its shares nor does I.e. § 30-1-6 expressly prohibit the redemption of
shares. To the contrary, I.e. § 30-1-6 sets forth that a corporation has the right to redeem shares.
Public policy is not served by invalidating the redemption agreements after the Defendants were
caught unlawfully transferring millions of dollars.

4

(Statement of Facts in Opposition to

See also Section A(4).
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Defendants Motions for Partial Summary Judgment dated April 9, 2009, pp. 53-55 and all
evidence cited therein.) Public policy would be best served by enforcing the agreements against
the Defendants. To rule otherwise would only foster other improper buyback schemes.

4. The Idaho Legislature did not intend for I.e. § 30-1-6 to be used as a
means for shareholders who consented and/or acquiesced in a
corporation's repurchase of shares to invalidate the redemption 13 years
later after they have transferred millions of dollars from the corporation.
\V11ere the language of a statute is plajn and unambiguous, the court must give effect to
the statute as written, without engagjng in statutory construction. State v. Rhode, 133 Idaho 459,
462,988 P.2d 685, 688 (1999); State v. Burnight, 132 Idaho 654, 659, 978 P.2d 214, 219 (1999);

State v. Escobar, i34 Idaho 387, 389, 3 P.3d 65,67 (Ct. App. 2000). The language ofa statute is
to be given its plain, obvious, and rational meaning.

added).

Burnight, 132 Idaho at 659 (emphasis

Provisions should not be read in isolation, but must be interpreted in the context of the

entire document and the statute should be considered as a whole with words given their plain,

usual and ordinary meaning. Westberg v. Andres, 114 Idaho 410,403, 757 P.2d 664, 666 (1988).
When the statutory language is unambiguous, the clearly expresses intent of the legislative body
must be given effect. Payette River Prop. Owners Ass 'n v. Bd. of Comm 'rs ov Valley County,
132 Idaho 551, 557, 976 P.2d 477, 483 (1999).

However, a statute is ambiguous when the

language is capable of more than one reasonable interpretation. Porter v. Ed. of Trustees, 141
Idaho 11, 14, 105 P.3d 671,674 (2004).

I.e. § 30-1-6 is unambiguous in that a corporation has a right to redeem its shares. I.C. §
30-1-6 (emphasis added).

I.e. § 30-1-6 is unambiguous in that it does not state that an

agreement made in violation of the statute is void or that it is unlawful for a corporation to
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redeem its shares. I.C. § 30-1-6. Moreover, I.C. § 30-1-6 is unambiguous in that it does not state
that a corporation must obtain a shareholder vote through a shareholder resolution specifically
authOlizing the use of capital surplus to redeem shares. !d. A shareholder vote approving the
buyback is all that is required under the plain and rational reading of the statute.
However, the ambiguousness and confusion of the earned surplus and capital surplus
requirements set forth in I.e. § 30-1-6 was confirmed by the Legislature when it abandoned
earned and capital surplus requirements in 1997. I.e. § 30-1-640 (1997). Finally, I.e. § 30-1-6
does not state who, if anyone, may use the statute to attack a share redemption, whether minority
shareholders may utilize the statute to attack a redemption they approved or acquiesced, and
whether a violation results in a void or illegal transaction. See e.g., The Minnelusa Company v.

A.a Andrikopoulos, 929 P.2d 1321,1323 (Col. 1996) (interpreting Colorado's stock redemption
statute which is virtually identical to I.e. § 30-1-6 and finding that certain parties may not attack
the agreement and that a violation of the statute still results in an enforceable agreement); La Voy
Supply Co., 84 Idaho at 127 (holding that a corporation may not attack a redemption or have it
declared illegal).
Most importantly, the intent of the Legislature was to protect innocent minority
shareholders and creditors from corporate mismanagement, not to provide minority shareholders
with a mechanism to steal the shares of a majority shareholder, unlawfully transfer millions of
dollar out of the corporation and then persuade a court of equity to find the transaction illegal to
escape liability. (Statement of Facts in Opposition to Defendants Motions for Partial Summary
Judgment dated April 9, 2009, pp. 53-55 and all evidence cited therein.) Here, the minority
shareholders were the guilty parties of mismanaging the assets of AlA Services and its
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subsidiaries. The minority shareholders \vere the parties behind the redemption of Reed Taylor's
shares as a mechanism to remove him so as to attempt to take AlA Services public. (Affidavit of
Reed Taylor dated May 9,2008, Ex. A, pp. 1-5; Affidavit of Michae1 Bissell dated February 26,
2009, Ex. 77, pp. 399-400.) The minority shareholders are the parties who wanted to obtain
operational control of AlA Services and become the majority shareholders. (Bond Aff. dated
September 3, 2008, Ex. 45, p. 1,

~

3; Bond Aff. dated April 9, 2009, Ex. A, p. 51, 11. 14-18.)

Moreover, no creditors have been hanned as all that were creditors in 1995 have been paid.
(Amended and Restated Affidavit ofPaui Pederson.)
Neveliheless, the clear intent of I.e. § 30-1-6 is to permit corporations to redeem shares.
At most, a violation of I.e. § 30-1-6 would and should only result in liability being imposed
upon the responsible parties to the transaction (Le., John Taylor, Connie Taylor, James Beck),
rather than a finding the redemption agreements are illegal and prejudicing the most innocent
paliy Reed Taylor-the same person who went to great lengths to ensure the redemption did not
violate any laws. (BeU Aff., pp. 1-7 and Ex. A-B.)

5. Contrary to the Court's fimling, Reed Taylor asserted that John Taylor,
AlA Services and others fraudulently represented to him that the
redemption agreements were legal and that AlA Services had the power
to purchase the shares.
An illegal agreement may still be enforced when fraud has occurred. Trees v. Kersey,
138 Idaho 3, 10, 56 P.3d 765, 772 (2002). Idaho Courts have long recognized "constructive
fraud" as an alternative cause of action to common law "fraud" and that "constructive fraud"
does not require a plaintiff to plead the nine elements of common law "fraud." See e.g., McGhee
V.

lvfcGhee, 82 Idaho 367, 371, 353 Pold 760 (1960) (Recognizing constructive fraud as an
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alternative cause of action to fraud and that the requirement of pleading and proving all nine
elements of fraud "is not the case" and intent to deceive is unnecessary to prove).
Reed Taylor testified regarding his reliance upon representations made by John Taylor,
AlA Services, Richard Riley and Eberle Berlin, el al.:
I was not soliciting offers to sell my shares, rather John Taylor fu"1d Richard Campanaro
(he was part of the investor group with James Beck and Michael Cashman) were
approaching me to purchase my shares in AlA Services.
When I agreed to sell my shares. I relied upon John Tavlor. AlA Servi.ces, Richard Riley
and Eberle Berlin's representations that the redemption of mv shares in 1995 was a legal
transaction and that AlA Services had the power and authority to redeem my shares. I
would never have sold mv shares but for the representations made by John Taylor. AlA
Services, Richard Rilev and Eberle Berlin that the redemption was legal. The foregoing
representations were made in Eberle Berlin's opinion letter (which indicated that it was
based upon the personal knowledge of Richard Riley) and [redemption agreements] and
August 16, 1995 Certification signed by John Taylor. ..
(Reed Taylor Aff dated April 9, 2009, ,,3- 4 (emphasis added.))
Eberle Berlin's opinion letter provided to Reed Taylor also specifically stated that the
redemption agreements did not violate Idaho law, that all consents and shareholder approvals had
been obtained, and that AlA Services had the power and authority to enter into the redemption
agreements. 5 (Bell Aff., Ex. A.)
Finally, ALA Services and John Taylor represented that the redemption agreements did
not violate any laws and that ALA Services had the power and authority to enter into the
agreements. (Hearing, Ex. Z, p. 6 § 3.3; p. 7, § 3.4; p. 10, § 5. 1(m).)
With constructive fraud, intent is not necessary to prove fraud. The facts asserted above
is undisputed evidence of fraud committed against Reed Taylor.

5

See also all facts asserted in Section A(2), which are incorporated by reference herein.
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6. The Court did not address whether the Defendants and Plan are intended
beneficiaries of I.e. § 30-1-6 or address other arguments necessary for a
complete record on appeal.
In its Opinion and Order, the Court failed to address Reed Taylor's argum.ents that the
Defendants and Plan were not intended beneficiaries of I.e. § 30-1-6. See e.g., The Minnelusa

Company v. A.G. Andrikopoulos, 929 P.2d 1321, 1323 (Col. 1996).
For purposes of the record on appeal, Reed Taylor requests that the COUli make a finding
that the Defendants and Plan are not intended beneficiaries of I.e. § 30-1-6, as asserted by Reed
Taylor in his Memorandum of Law in Opposition to the Defendants and Plan's Motions for
Partial Summary Judgment. These finding, like others, will be important for Reed Taylor's
appea1.

7. JoLee Duclos and Bryan Freeman do not have standing to attack the
redemption agreements and are not intended beneficiaries.
Reed Taylor also asserted that JoLee Duclos and Bryan Freeman did not have standing to
attack the redemption agreements and are not intended beneficiaries of I.e. § 30-1-6, however,
the Court did not address them in its Opinion and Order.

For purposes of appeal and

reconsideration, Ree.d Taylor requests that the Court make a finding that JoLee Duclos and
Bryan Freeman, as well as all shareholders, lack standing and are not intended beneficiaries of
LC. § 30-1-6 based upon the arguments asserted by Reed Taylor in his Memorandum and
Statement of Facts opposing the Defendants' Motions for Partial Smnmary Judgment.
/11

,I {
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8. Rather than ruling that certain arguments raised by Reed Taylor are
moot, Reed Taylor requests the Court address the arguments so that the
record is complete on appeal.
In its Opinion and Order, the Court ruled that other arguments raised by Reed Taylor
"vere moot as a result of finding the redemption agreements were illegal. Reed Taylor requests
an order on all issues raised in his Memorandum of Law in Opposition to Partial Summary
Judgment so the record is dear on appeaL If the Court believes certain arguments are moot,
Reed Taylor requests that the Court make a specific detennination why so as to prevent future
appeals.

B. If the Court denies Reed Tavlor's Motion for Reconsideration granting partial
summary judgment. Reed Tavlor moves the Court to reconsider and clarify its
Opinion and Order on Plaintiff and Defendants' Motions to Strike Expert
Affidavits.
A court's failure to detennine the admissibility of evidence offered in connection with a
motion for summary judgment is error that may not be remedied on appeal, which is based upon
the admissibility of evidence being in the sound discretion of the trial court. Montgol1telY v.
A1ontgol11elY, 147 Idaho 1, 205 P.3d 650, 655 (2009). WIlen the discretion exercised by a trial

court is affected by an error of law, the role of the appellate court is to note the error made and
remand the case for appropriate findings. Id.
As such, Reed Taylor requests that the Court specifically indentiiy the portions of the
Affidavits of Voth, Hooper and Pederson which were stricken and the basis for striking the
portions. He also requests the Court rule on all specific evidence objections raised in Reed
Taylor's Memorandum of Law· in Opposition to the Defendants' Motions for Partial Summary
Judgment. Finally, Reed Taylor requests that the Court make a specific ruling on his oral Motion
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to Strike Portions ofthe Affidavit of John Ashby.
C. Motion/Reguest for Rule 54 (b) Certification.
"Theract that the district court certifies a judgment as final and appealabJe under Rule
54(b) does not restrict the Comi's right to review the matter." Us. v.

Ci~v

of Challis, 133 Idaho

525,528,988 P.2d 1199, 1202 (1999) (citing R{fe v. Long, 127 Idaho 841, 844, 908 P.2d 143,
146 (1995). "In order for a partial summary judgment to be celiifies as final and appealable
under Rule 54(b), the order granting paliial summary judgment must finally remove one or more
of the claims between some or all of the parties, otherwise, the certification is in error." Jd
(citing Thorn Creek Ca/ile Ass 'n, Inc. v. BOl1z, 122 Idaho 422, 45, 830 P .2d 1180, 1183 (1992)).
Here, the Court's finding that the redemption of Reed Taylor's shares constituted an
illegal transaction renders all claims for the collection and enforcement of the S6M Note
removed from this action. 6 Thus, the Comi should enter an order celiifying that Reed Taylor'S
claims for the collection and enforcement of the $6M Note are removed from the action so that
an appeal may be pursued. By making a Rule 54(b) certification, the COUli would pennit an

appeal to resolve substantial issues in this case and prevent the unnecessary litigation of
alternative claims when one or more of such claims could be rendered moot by ,m appeaL
Reed Taylor requests that the Court enter an order pursuant to Rule 54(b) (a proposed
order will be submitted prior to or at the time of the hearing), after Reed Taylor's motion to
amend is ruled upon and Reed Taylor files his Sixth Amended Complaint.
6 Obviously, Reed Taylor's shares could have been purchased for no consideration or the payment terms (and
promissory note) severed from the redemption agreements. See Farrell v. Whiteman, 146 Idaho 604, 200 P.3d 1153,
1159 (2009). Thus, Reed Taylor still has breach of contract claims under the Redemption Agreement to assert
agai.nst AlA Services based upon breaches prior to closing the transaction as he had no knowledge of the illegality
until now. See e.g., Gust, Rosenfeld & Henderson v. Prudential Ins. Co. of Amer., 898 P.2d 964 (Ariz. 1995);
Ballman v. Day 892 P.2d 817 (Alaska 1995) (applying the discovery rule to a breach of contract claim).
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D. The Court should grant Reed Taylor's Motion for Order Protecting Propertv.
1. An order protecting the property subject to appeal is warranted.
Even after an appeal has been tiled, a disbict

COUli

stili has authority to rule on a motion

to: "[mJake any order regarding the uses, preservation and possession of any property which is
the subject of the action on appeaL" tA.R. 13(b)(1 0).
If the Court denies Reed Taylor's Motion for Reconsideration or Reed Taylor files a
notice of appeal (whichever occurs first), it should enter an order protecting the property subject
to this appeal, specifically the funds and assets of AIA Services and AlA Insurance. The Court
has full knovdedge of the millions of dollars of funds and assets unlawfully transferred from AlA
Services and AlA Insurance.

(Statement of Facts in Opposition to Defendants Motions for

Partial Summary Judgment dated April 9, 2009, pp. 53-55 and all evidence cited therein.) The
Court has found that most of the Defendants and Plan lack standing to attack the redemption
agreements. The Court is also fully aware of the limited assets and funds remaining at AlA
Services and AlA Insurance, which would be insufficient to pay any judgment should Reed
Taylor's appeal be successful. Moreover, the Court has found AlA Services in default of the
$6M Note. 111ese facts have not been disputed by the Defendants and all warrant the Court to
order the property subject to the pending appeals protected.
As such, Reed Taylor (as the soon to be appellant and the holder of over $300,000 in
preferred C shares in AlA Services) requests that the Court, after Reed Taylor files a notice of
appeal, enters an order for the following actions to protect the property subject to this appeal: (1)
order the $200,000 bond and $400,000 funds held as security for the preliminary injunction
against Reed Taylor held in the Court registry pending the outcome of any appeal; (2) order that
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AlA Services and AlA Insurance may not make any distributions or dividends to any common
shareholders or preferred C shareholders without court approval; (3) order that Donna Taylor or
her representative be appointed to the board of AlA Services as required under the Articles of
Incorporation; (4) order that no loans or unusual bonuses or payments be made to any employees
or any of the defendants in this action without court approval; (5) order that Reed Taylor may
appoint a party to be an observer at any board meetings and that timely notice be provided to that
party in accordance with the corporation's bylaws; (6) order that the Lewis Clark Mortgage or
any proceeds or property received from such mortgage may not be pledged or sold without court
approval; (7) limit all employee salaries at AlA Services and AlA Insurance to set at no more
th~m

5%1 over the amount paid in 2008, with the exception of John Taylor, whose salary should

be set at $60,000 per year, unless court approval is obtained; (8) order that other than his yearly
salary of $60,000, no other compensation or loans shall be made or paid to John Taylor or any
party on his behalf with funds or assets derived from AlA Insurance, AlA Services or any assets
derived or received from any former subsidiary; (9) order that no loans or assets of AlA Services
or AlA Insurance may be loaned, pledged or provided to CropUSA; (10) order that AlA
Services and AlA Insurance submit monthly reports and financial statements under seal to the
Court and an parties to this action (including Reed Taylor) detailing and itemizing the sales,
bank account balances, policy premiums and related income, expenses, income and financial
affairs of AlA Insurance, AlA Services and its assets and obligations; and (11) bar ALA Services
and AlA Insurance from paying its outside directors more than $5,000 per year to serve on the
boards of the cOl1)Orations and bar John Taylor from receiving lli'1y compensation for acting as a
purported board member. This order should be entered and/or take effect only upon Reed Taylor
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filing a timely notice of appeaL

2. An order protecting property should be entered after Reed Taylor has
filed his notice of appeal.
The undersigned counsel has been retained to pursue an appeal of this action should the
Comt not grant Reed Taylor's Motion for Reconsideration or any delay in deciding
reconsideration occurs. A notice of appeal is prepared and will be promptly finalized and filed
once the Court certi fies the partial summary judgment pursuant to Rule 54(b).

E. The Court should grant Reed Tavlor's Motion to Stay Proceedings.
1. A partial stay is required under Rule 54(b)(2) and warranted under other
authority.
"If a Rule 54(b) Certificate is issued on a partial judgment and an appeal is tiled, the trial
comt shall lose all jurisdiction over the entire action, except as provided in [l.A.R. 13]." I.R.C.P.
54(b). A stay of all action may be ordered by a district court upon appeal. I.C. § 13-202; LA.R.
13(a).

Here, a stay is warranted and mandated during the pendency of Reed Taylor's appeal
should the COUli deny his Motion for Reconsideration or delay in deciding the motion. 7

2. A stay should not be entered until after Reed Taylor timely files his notice
of appeal and be subject only to all of Reed Taylor's pending motions.
As asserted in Section _

(2) above, the Court should first enter all required orders,

pem1it Reed Taylor to file his Sixth Amended Complaint, enter the Rule 54(b) order, and penn it
Reed Taylor to file his notice of appeal before staying this action. A stay is appropriate

a<;

all

defendants will remain in this action regardless of the Supreme Court's ruling on any appeal
Under LA.R. 13(b), the Court does not lose jurisdiction to decide Motions for Reconsideration pursuant to LR.C.P.
1 1(a)(2)(B). Thus, the appeal proces!> can commence as is necessary based upon the ongoing corporate malfeasance
occurring at AlA.
7
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filed and purslled by Reed Taylor and will prevent unnecessary litigation should the Supreme
Court reverse.

F. Motion to Amend Complaint.
Reed Taylor will file his proposed Sixth Amended Complaint by July 15, 2009, along
with a Memorandum of Law supporting amendment. At that time, Reed Taylor will move to
shorten time and request the COUli hear his Motion to Amend on July 17, 2009. Thus, the
Defendants and Plan's responses, if any, would be filed the day before the hearing, and Reed
Taylor would file his reply, if any, the next moming thereby providing the COUli sufficient time
to review his reply. This would permit the Comt to enter an order on Reed Taylor's Motion to
Amend immediately thereby pennitting him to file an amended complaint before a decision is
rendered on his Motion for Reconsideration and Rule 54(b) certificate order.

n.

CONCLUSION

The Court should grant Reed Taylor's Motion for Reconsideration, vacate its order
granting partial summary judgment to Connie Taylor and James Beck and enter an order granting
partial summary judgment to Reed Taylor holding that the redemption agreements are valid and
enforceable.
III

11/
jil
1/1

1//

REED TAYLOR'S MOTION FOR RECONSIDERATION AND CLARIFICATION
OR, ALTERNATIVELY, MOTION FOR RULE 54 CERTIFICATION, MOTION FOR
ORDER TO PROTECT PROPERTY AND MOTION TO STAY - 27

In the alternative, the Com1 should enter an order certifying the p31iial summary
judgment as resolving all claims under the $6M Note pursuant to Rule 54(b) atler Reed Taylor
has filed his Sixth Amended Complaint, stay this action, and enter an order protecting the
property subject to this appeal. 8
th

DATED: This 8 day ofJuly, 2009,

By:
"," liilill!t::,f;:::3 Ii
i=;44,,-;R-o-d-e-rl-ck-·-C-,-B-o-n-d----=-----Attorneys for Plaintiff Reed J. Taylor

Pursuant to l.A.R. 13, the Court would still retain jurisdiction to rule on Reed Taylor's Motion for Reconsideration
to expedite the appeal process.

g
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CERTIFICATE OF SERVICE
I, Melanie Hayes, declare that, on the date indicated below, I served a true and correct
copy of the foregoing and the Affidavit of Reed Taylor on the following parties via the
methodes) indicated below:

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, W A 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston, lD 83501
Attorney for R. John Taylor

David R. Risley
Randall, Blake & Cox
1106 Idaho St.
Lewiston, ID 83501
Attomey for Connie Taylor, James Beck and
Corrine Beck

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
eX) Email (pdf attachment)
Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
eX) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
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James]. Gatziolis
Charles E. Harper
Quarles & Brady LLP
Citigroup Center, 500 West Madison Street
Suite 3700
Chicago, IL 60661-2511
Attorneys for Crop USA Insurance Agency

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Ovemight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
Charles A. Brown
Attorney at Law
324 Main Street
Lewiston, 1D 83501
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRlCT
OF THE STATE OF IDAB.O, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

)
)
)

Case No. CV-07-00208

vs.

)
)
AlA SERVICES CORPORATION, an Idaho )
corporation; AlA INSURANCE, INC., an
)
)
Idaho corporation; R. JOHN TAYLOR and
CONNIE TA YLOR, individually and the
)
community property comprised thereof;
)
BRYAN FREEMAN, a single person; JOLEE )
)
DUCLOS, a single person; CROP USA
INSURANCE AGENCY, INC., an Idaho
)
)
Corporation; and JAMES BECK and
CORRlNE BECK, individually and the
)
community property comprised thereof,
)
)
Defendants.
)
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)
)
)

REED 1. TAYLOR, a single person,
C0U11terdefendant.

)
)
)

._-->
I. INTRODUCTION
In a Opinion and Order dated June 17,2009 (the "Summary Judgment Order"), this Court
concluded that the agreement to redeem Reed Taylor's shares in AlA Services was illegal as in
violation offonncr Idaho Code § 30-1-6. This conclusion was based on the fact that, at the time
of the agreement, AlA Services lacked sufficient earned surplus with which to redeem Reed
Taylor's shares. After finding that the agreement wa.<; illegal, the COUlt correctly applied the
Idaho rule of law that, where a contract is illegal, the Court must "den[y] enforcement of the
Contract and leave the parties where the COUli finds them." See Summary Judgment Order, p.
11 (citing Trees v. Kersey, 138 Idaho 3, 9 (2002)).
Reed Taylor now asks the Court to reconsider the Summary Judgment Order. In
requesting reconsideration, Reed Taylor does not offer either new evidence or new legal theories.
Instead, he simply reasserts the same arguments, often verbatim to his prior briefing, that were
considered and rejected by the Court in its Summary Judgment Order. If ever a litigant has fully
and exhaustively briefed an issue, it is Reed Taylor with regard to the illegality issue. Between

his briefs in opposition to the defendants' motion for summary judgment, his

OvVI1

summary

judgment motion on the illegality issue, and his various supplemental bIiefing, Reed Taylor has
submitted literally hundreds of pages of briefing on the illegality issue. The Court explained in
its Summary Judgment Order that it "considered all the arguments put forth by Plaintiff in his
briefing and oral arguments."
MEMORANDUM IN RESPONSE TO PLAINTIFF'S MOTION FOR RECONSIDERATION,
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Noticeably absent from the motion for reconsideration is any assertion that AlA Services
had sufficient earned surplus with which to redeem his shares, This concession is not all that
surprising given that, as noted by the Court, "each of the accountants, including Plaintiffs
~xpeli, found AlA had no earned surplus in the years 1995 and 1996, but instead had an earned

deficit." See Summary Judgment Order, p. 8 (emphasis added). In fact, in stark contrast to his
prior unsupported assertions of sufficient earned surplus, Reed Taylor now asserts that the
absence of earned surplus was made knovvn to all ALA Services shareholders (which would
include Reed Taylor, himself) through the company's financial statements. See Memorandum in
SUppOlt of Motion for Reconsideration, p. 4 (asserting that "[t]he shareholders ratified and
approved the redemption ... knowing that AlA Services had insufficient eamed surplus as
represented in AlA Services' financial statements.") (emphasis added).
Rather than assert that the agreement to redeem his shares was lawful, Reed Taylor's
reconsideration motion is limited to arguments (all of which were included in his earlier briefing)
that the agreement should somehow be enforced even though it is illegal. As the Court has
correctly concluded, however, "[aJ contract that is illegal is unenforceable and a court must leave
the parties where it finds them." Summary Judgment Order, p. 12 (citing Trees v. Kersey, 138
Idaho at 9. The Court's conclusion is correct and mandated by the Idaho Supreme Court.
For the reasons set forth below, Reed Taylor's motion for reconsideration should be
denied along v'lith the other relief he seeks.
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II. ARGUl\IENT
A.

Reed

Tayl(}r~s

Motion For Reconsideration Should be Denied

Given that the theOlies now raised by Reed Taylor have already been briefed thoroughly
and addressed by the Court, only the following short and concise response to Reed Taylor's
assertions will be offered. Reed Taylor's headings are used below to identify the arguments.

1.

AlA Services' shareholders' [sic} ratified, consented andlor acquiesced in the
redemption of Reed Taylor~s shares and tbe related security interests
constitutes consent to use capital surplus pursuant to I.e. §30-1-6.

Reed Taylor's argument that the illegal agreement should be enforced under the theory
that the parties andlor shareholders "acquiesced" in the illegal agreement finds no support in
Idaho law. The case cited by Reed Taylor for this proposition, Philips Petroleum Co. v. Rock

Creek Min Co., 449 F .2d 664 (9 th Cir. 1971), did not even involve an illegal contract. The Comi
correctly followed the rule recently stated by the Idaho Supreme Court that "[i]f a contract is
ilJegal and void, the court will ... refuse to enforce the contract" and "[t]he contract cannot be
treated as valid by invoking waiver or estoppel." See Summary Judgment Order, p. 12 (quoting

Wenzeck v. St. A1aries Joint School District, 2009 WL 982690 (Idaho 2009).
The crux of Reed Taylor's argument is that Idaho Code § 30-1-6 authorizes the use of
capital surplus (as opposed to earned surplus) with the affirmative vote of shareholders. The
clear language ofIdaho Code § 30-1-6, however, requires a specific authorization by the
shareholders to use capital surplus for the redemption of shares. As concluded by the Court,
Reed Taylor has provided no evidence of such an affirmative vote to invade capital surplus for
the redemption of his shares. See Summary Judgment Order, p. 9.
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If the redemption agreements were illegal, the agreements should be
enforced because Reed Taylor was ignorant that the agr>ecments violated any
law and the Defendants and their counsel represented to Reed Taylor and his
counsel that tbe agreements did not violate a.ny la',,"8.

Plaintiff argues that, even though the agreement is illegal, he should still be able to
enforce the agreement because he is an "innocent party." Plaintiff cites Williams v. Continental
Life & Accident Company, 100 Idaho 71, 73-74 (1979) for the proposition that an illegal contract

may be enforced where the plaintiff is "justifiably ignorant of the circumstances causing the
illegality." The Court has already considered and rejected this argument, noting that "Plaintiff
was the founder of AlA, was intimately familiar with the company, knew or should have knovvTI
its financial status, and was represented by counsel during the negotiations that resulted in the
stock redemption agreement." Moreover, Plaintiff has now admitted the fact that he, as a
shareholder of the corporation, knew the corporation lacked sufficient earned surplus for the
redemption. See Memorandmn in Support of Motion for Reconsideration, p. 4 (asserting that
"[t]he shareholders ratified and approved the redemption ... knowing that AlA Services had
insufficient eamed surplus as represented in AlA Services' financial statements.") (emphasis
added). Having conceded that he knew the financial status of the corporation, Reed Taylor falls
squarely outside of any theory allowing recovery where a party is "justifiably ignorant of the
circumstances causing the illegality."
3.

The redemption agreements are not illegal contracts and are enforceable
because I.e. § 30-1-6 does not probibit a corporation from repurchasing its
shares_

Reed Taylor next asserts that a contract is only iUegal and unenforceable if it violates a
statute that expressly declares that type of contract to be "ml1awful." This simply is not the law
in Idaho. The Court correctly recognized the rule adopted by the Idaho Supreme Court that "[a]n
illegal contract is one that rests on illegal consideration consisting of any act or forbearance
MElvl0RANDUM IN RESPONSE TO PLAJNTIFF'S MOTION FOR RECONSIDERA TlON,
011
MOTION/REQUEST FOR RULE 54(B) CERTIFICA DON, MOTION FOR ORDER TO
PROTECT PROPERTY AND MOTION TO STAY - 5
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Judgment Order, p. 7 (quoting Trees

v.

Kersey, 138 Idaho 3 (2002). TI1e agreement to redeem Reed Taylor's shares is illegal and

unenforceable because it was contrary to Idaho Code §30-1-6's express provision that corporate
shares may be redeemed only out of eal1lcd surplus.

4.

The Idabo Legislature did not intend for I.e. § 30-1-6 to be used as a means
for shareholders who consented and/or acquiesced in a corporation's
rClmrchase of shares to invalidate the redemption 13 years later after they
have transferred millions of dollars from the corporation.

Reed Taylor's invocation of the supposed intent of the legislature is not relevant. He
contends - without citation to any legislati ve history or other evidence of legislative intent - that
the legislature did not intend for

I.e. §30-1-6 to be used to invalidate a stock redemption

agreement under the facts alleged here. However, as recognized by Reed Taylor, himself,
"[w]here the language of a statue is plain and unambiguous, the court must give effect to the
statute as written, without engaging in statutory construction." See Memorandum in Support of
Motion for Reconsideration, p. 17 (citing State v. Rhode, Idaho 459 (1999)). Idaho Code § 30-16 unambiguously provides that shares may be redeemed only out of earned surplus. Under Idaho
law, "a contract prohibited by law is illegal and unenforceable." Trees v. Kersey, 138 Idaho at 3.

5.

Contrary to the Court's finding, Reed Taylor asserted that John Taylor, AlA
Services and other fraudulently represented to him that the redemption
agreements were legal and that AlA Services bad the power to purcbase the
shares.

Reed Taylor t s reliance on any fraud exception to the illegality agreement is equally
unfounded. As the Court found, Reed Taylor did not assert any fraud, duress, oppression or
undue influence relative to the negotiation or execution of the stock redemption agreements.
Recognizing that he cannot support a claim for actual fraud, Reed Taylor now asselts a
"constructive fraud" theory. As an initial matter, Reed Taylor does not cite any authority for the
r',,1EMORANDUM IN RESPONSE TO PLAINTIFF'S MOTION FOR RECONSIDER!\' TION,
ivl0TION/REQUEST FOR RULE 54(B) CERTIFICATION, MOTION FOR ORDER TO
PROTECT PROPERTY AND MOTION TO STAY - 6
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proposition that constructive fraud, as opposed to actual fraud, can serve as an exception to the
illegality doctline.
Even if constructive fraud could serve as an exception to the illegality doctrine, Reed
Taylor cannot establish a material issue of fact

a<;

to constructive fraud. Under a constructive

fraud theory, the Plaintiff need not prove (1) the speaker's knowledge of the falsity regarding the
statement or representation of fact, or (2) the speaker's intent that the hearer rely on the statement
or representation of fact. Gray v. Tri-1¥ay Const. Services, Inc., 2009 WL 1108812, 6 (Idaho,
April 27, 2009). However, "the party is still required to prove the remaining seven elements of
actual fraud, which include: (1) a statement or a representation of fact; (2) its falsity; (3) its
materiality; (4) the hearer's ignorance of the falsity of the statement; (5) reliance by the hearer;
(6) justifiable reliance; and (7) resultant injury." Id.
Any theory of constmctive fraud fails for the same reasons already identified by the
Court. "Plaintiff was the founder of AlA, was intimately familiar with the company, knew or
should have known its financial status, and was represented by cOlllsel during the negotiations
that resulted in the stock redemption agreement." Moreover, Reed Taylor now admits that he, as
a shareholder, knew that AlA Services did not have earned surplus with which to redeem his
shares. See Memorandum in Support of Motion for Reconsideration, p. 4 (asserting that "[tJhe
shareholders ratified and approved the redemption ... knowing that AlA Services had
insufficient earned surplus as represented in AlA Services' financial statements.") (emphasis
added). TIms, Reed Taylor cannot contend that he justifiably relied on any representations by
AlA Services.
Moreover, a constructive fraud theory only applies in situati-ons "when there has been a
breach of a duty arising from a relationship of trust and confidence. as in a fiduciary duty." Gray
MEMORANDUM IN RESPONSE TO PLAINTIFF'S MOTION FOR RECONSIDERATION,
MOTION/REQUEST FOR RULE 54(B) CERTIFICA nON, MOTION FOR ORDER TO
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Inc., 2009 WI.. at 6. AlA did not owe Reed Taylor any fiduciary

duty in connection with the redemption of his shares, The agreement to redeem Reed Taylor's
shares was an

811TIS

length transaction betv/een AlA Services and Reed Taylor, a sophisticated

businessman intimately familiar with the company and its financial condition and represented by
independent counsel during the negotiations.

6.

The Court did not address whether the Defendants and Plan are intended
beneficiaries of I.e. §30-1-6 or address other arguments necessary for a
complete record on appeal.

Reed Taylor's request that the Court make a finding as to whether certain pru1ies are
"intended beneficiaries" of I.e. §30-1-6 is unwarranted in light of the Idaho Supreme Court's
mandate that a Court analyze the legality of a contract, even sua sponte if not raised by the
parties. 1 There is 110 reason for the Court to make express findings on issues that are not
relevant to the Court's holding.
7.

JoLee Duclos and Bryan Freeman do not have standing to attack the
redemption agreements and are not intended beneficiaries.

In light of the requirement that the Court analyze the legality of a contract on its own,
regardless of if the issue is raised by the parties, there is no reason for the Court to address the
"standing' of any particulru' party.
8.

1

Rather than ruling that certain arguments raised by Reed Taylor are moot,
Reed Taylor requests the Court address the arguments so that they record is
complete on appeal.

Moreover, Reed Taylor's argwnent that the illegality of a contract can only be raised by an
"intended beneficiary" has been expressly rejected by the Idabo Supreme Court. See
Wheaton v, Ramsey, 92 Idaho 33, 35, 436 P.2d 248,250 (1968) (rejecting the argument that
only the individuals whom a statute was intended to benefit can asselt a contract's illegality).

MEMORANDUM IN RESPONSE TO PLAINTIFF'S MOTION FOR RECONSIDERA nON,
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Reed Taylor asks the Comt to separately address "all issues raised" in his SUIlli11ary
judgment briefing. The fact that a party muddies up the waters by taldng a kitchen sink approa(;',h
to brkfing does not mean that the Court must address every single argument in its \"'Titten order.

B.

Reed Taylor's Motion To Strike Lacks Merit And Is Moot
Reed Taylor asks the Court to specifically identify what portions of various expert

affidavits the Court deemed admissible or inadmissible. This issue is rendered moot by the
Court's illegality finding. As explained by the Court, the pertinent issues related to the Jegality
of the agreements are (1) whether AlA had earned surplus in 1995 and 1996 to the extent of the
stock purchase agreement between Reed Taylor and AlA, and (2) if there was insufficient earned
smplus 5 whether there was an affinnative majority vote of the shareholders to use capital surplus
for the stock purchase to the extent that capital surplus was available. The expert reports
submitted by Drew Voth and Kenneth Hooper explained that "earned surplus (deficit)" is the
equivalent of "retained earnings (deficit)" in GAAP accounting. This concept, although foreign
to non-accountants has been recognized by courts and commentators alike. See Lendman v.

Lendlnan, 460 N. W.2d 781; 785 (Wis. App. 1990) ("The tenn 'retained earnings' is, after all,
another name for 'earned surplus' which is defined as that resulting from the profitable
operations of the company."); Richard A. Booth, FINANCING THE CORPORATION, § 30:1.3
("[E]arned surplus is surplus that arises from profitable operations, that is, it is essentially the
same thing as retained eamings under GAAP."); MARSH'S CALIFORNIA CORPORATION LAW, §
14.01 (explaining how stock redemption statutes generally prohibit '<the repurchase of shares
except out of 'earned surplus' (or what the accountants now called retained earnings)." Mr. Voth
and Mr. Hooper then relied upon AlA Services' financial statements to opine that AlA Services
lacked sufficient (or any) eamed surplus \vi.th which to redeem Reed Taylor's shares.
MEMORANDUM IN RESPONSE TO PLAINTIFF'S MOTION FOR RECONSIDERATION,
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In actuality, the expert opinions of Mr. Voth and Mr. Hooper \vere not necessary to the
finding of illegality. All that was necessary to the Court's finding of illegality was AlA
Services' 1995 and 1996 financial statements, which have been authenticated by numerous
affidavits in this case \:vithout challenge and relied upon by Reed Taylor. However, the expert
reports were submitted as a precautionary matter under the assumption that Reed Taylor might
submit bliefing or expert affidavits asserting that AlA Services had sufficient earned surplus for
the redemption. It turns out that just the opposite happened. Reed Taylor's own expert
submitted a repmi agreeing that eamed s'llrplus (deficit) is the equivalent of retained earnings
(deficit) under GAAP accounting and agreeing that AlA Services had a large earned deficit, also
relying on the AlA Services financial statements. Thus, the pertinent facts for the Court's
illegality conclusion are contained within the financial statements of AlA Services (the
admissibility of which is not contested) and in Reed Taylor's own expelt report.
Finally, the expert reports ofMr. Voth and Mr. Hooper are admissible for the reasons set
forth in the defendants' opposition briefing to Reed Taylor's motion to strike.

C.

The Court Should Deny Reed Taylor'S Motion For Order Protecting Property
Throughout this case, Reed Taylor has submitted numerous motion for orders restricting

AlA Services' use of property until final resolution of this litigation, each of which has been
denied by the Couti. These motions have come in the fonn of requests for preliminary
injunction and requests for a receiver to be appointed. The motions have all been based on Reed
Taylor's assertion that he is a secured creditor owed money arising out of the stock redemption
agreements. Reed Taylor now asks the Court to grant relief similar to a preliminary injunction
pending the outcome of his appeal.
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The Court has ruled that the agreement to redeem Reed Taylor's shares is illegal and
unenforceable. The effect of the Court's ruling is that AlA Services is not k:gally indebted to
Reed Taylor, and Reed Taylor is not a creditor of any kind. 2 Moreover; the COUlt detennined
that it must leave the parties where it finds them. Granting Reed Taylor's motion would be
inconsistent with the Court's conclusions.

D.

The Court Should Issue A 54(b) Certificatc1 Which Will Result In An Automatic
Stay
The parties are in agreement that a S4(b) certificate should be issued. Under Rule

54{b)(2), "[iJf a Rule 54(b) Celtificate is issued on a partial judgment and an appeal is filed, the
trial court sha11l05e all jurisdiction over the entire action. except as provided in Rule 13 of the
Idaho Appellate Rules." Thus, the ';stay" requested by Reed Taylor is automatic under the
applicable rules and there does not appear to be any reason for an order issuing a stay.

E.

There Is No Justification For An Order Shortening Time On Reed Taylor's Motion
To Amend Complaint
Reed Taylor filed a motion to amend the Complaint on Aplil 28, 2009 - over hvo and a

half months ago - but he did not attached the proposed amended complaint. Since that time, he
has indicated 011 several occasions that his proposed amended complaint will be forthcoming.
The proposed amended complaint was finally submitted 011 July 16,2009. He now asks the
Court to considerer the motion on shortened notice, but offers no justification for his delay. Any

2

Reed Taylor states at page 24 of his memorandwn that he brings his motion "as the soon to
be appellant and the holder of over $300,000 in preferred C shares in AlA Services." It is
unclear why Reed Taylor's asserted status as a shareholder is relevant. Moreover, Reed
Taylor most certainly does not hold AlA Services Series C shares. Reed Taylor appears to
be referring to his status as a participant in the AlA Services 401(k) Plan (represented by
Chuck Brown), which does hold shares in AlA Services, but Reed Taylor does not.
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hearing on Plaintiff's motion to amend should be held only after the standard 14 day period
proscribed by the Idaho Rules of Civil Procedure.

III. CONCLUSION
For the foregoing reasons, and the reasons set forth in the Court's Summary Judgment
Order, Reed Taylor's motion for reconsideration should be denied, along with the other relief he
requests. A S4(b) certificate should be issued.

DATED THIS

~ day of July, 2009.
HAWLEY TROXELL ENNIS & HAWLEY LLP
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REED J. TAYLOR, a single person,

)
)

Plaintiff,
vs.

)
)

Case No. CV-07-00208

)

AIA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an
Idaho corporation; R. JOHN TAYLOR and
CONNIE TAYLOR, individually and the
community property comprised thereof;
BRYAN FREEMAN, a single person; JOLEE
DUCLOS, a single person; CROP USA
INSURANCE AGENCY, INC., an Idaho
Corporation; and JAMES BECK and
CORRINE BECK, individually and the
community property comprised thereof,
Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)

----------------------------))
AIA SERVICES CORPORATION, an Idaho )
corporation; and AlA INSURANCE, INC., an )
Idaho corporation,
)
)
Counterclaimants,
)
vs.
)
)

DEFENDANTS' CONNIE TAYLOR'S,
JAMES BECK;S AND CORRINE
BECK'S RESPONSE TO REED
TAYLOR'S:
(1) MOTIONIREQUEST FOR RULE
54(b) CERTIFICATION;
(2) MOTION TO STAY;
(3) MOTION FOR ORDER TO
PROTECT PROPERTY
(4) MEMORANDUM OF LAW RE
MOTION FOR CONSIDERATION;
AND
(5) CLARIFICATION ON PLAINTIFF
AND DEFENDANTS' MOTION TO
STRIKE EXPERT AFFIDAVITS
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II
1
2

REED 1. TAYLOR, a single person,

3
4

5

Counter-defendant.

---------------------------))
CONNIE W. TAYLOR and JAMES BECK,

6

Counter-claimants,

7

8

9

10

)
)
)
)

vs.
REED J. TAYLOR, a single person,
Counter-defendant.

j

)
)
)
)
)
)
)
)
)

11

---------------------------)

12

401(K) PROFIT SHARING PLAN FOR THE)
AlA SERVICES CORPORATION,
)

)

13
14
15
16

Intervenor.

)
)
)
)

--------------------------------

COMES NOW, CONNIE TAYLOR, JAMES BECK and CORRINE BECK by and

17
through their attorney of record, David R. Risley of Randall, Blake & Cox, PLLC, and

18
19

provides this response to Plaintiff Reed Taylor's (1) MotionlRequest for Rule 54(b)

20

Certification; (2) Motion to Stay; (3) Motion for Order to Protect Property; (4) Memorandum

21

of Law Re: Motion for Reconsideration; and (5) Clarification on Plaintiff and Defendants'

22

Motions to Strike Expert Affidavits.

23
24

I.
SUMMARY OF DEFENDANTS' POSITION

25
26

This Court correctly found that "[t]he portion of

I.e.

§ 30-1-6 that limits a

27

corporations redemption of its own shares based on its earned surplus or capital surplus is an

28

issue of first impression in Idaho." See, Opinion and Order on Plaintiff's Motion for Rule
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1

2

56(1) Continuance; Plaintiff's and Defendants' Motions to Strike Expert Affidavits;

3

Defendants' Motion for Partial Summary Judgment; Intervenor's Motion for Reconsideration

4

(hereinafter "Opinion"), p. 8, dated June 17,2009.

5
An issue of first impression burdens the Court and counsel if the litigation must
6

7

8

9
10
11

proceed without guidance from the appellate courts.

This wastes time and money since

alternate legal theories require alternate factual presentations as well as legal arguments.
The Court well crafted the Opinion to frame the issue for appeal. Whatever ruling is
made on appeal, it will guide the Court and counsel to efficiently conclude this litigation.
Defendants Connie Taylor (hereinafter "Connie") and James and Corrine Beck

12
(hereinafter collectively "Beck") respectfully request that the:
13

14
15

1.

Court enter the proposed Judgment provided by Connie and Beck, and

certify it as final pursuant to IRCP 54(b).

16

2.

Plaintiff s Motion for Reconsideration be denied.

17

3.

Court deny the balance of the Plaintiffs motions as premature or

18

lacking foundation.

19

I1~

20

21
22

ALL PARTIES SEEK 54(b) CERTIFICATION

Connie and Beck agree with Plaintiff Reed Taylor (hereinafter "Reed") that "[b]y

23

making a Rule 54(b) certification, the Court would permit an appeal to resolve substantial

24

issues in this case ...."

25

Motionfor Reconsideration (hereinafter "Reed's Memorandum"), p. 23, dated July 8, 2009.

See, Plaintiff Reed Taylor's Memorandum of Law in Support of

26
27

28
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1

2
3

4

Based on the apparent agreement of all parties, and the Court's inclinations to do so
pursuant to its Opinion, the Court is urged to execute a final Judgment with the appropriate
54(b) certification.

5
6
7
8

Reed has not indicated any particular objections to the form of Judgment previously
submitted by Connie and Beck, and the Court is urged to sign the proposed Judgment as
submitted.

9

III.

10
11

PLAINTIFF'S MOTION PURSUANT TO IDAHO CODE § 13-202, IRCP 54(b)(2)
AND tAR 13(a) SHOULD BE DISMISSED AS PREMATURE

12

Reed seeks relief under Idaho Code §13-202, IRCP 54(b)(2) and IAR 13(a). All of

13

these provisions govern:

14
15

A.

" ... upon and after an appeal of a judgment .... " See, Idaho Code §13-

B.

" ... if an appeal is filed." See, IRCP 52(b)(2); or

c.

" ... during the pendency of an appeal.. .. " See, IAR 13(a).

202;

16

17
18
19
20

21
22

Until this Court executes the 54(b) Certificate and Reed files and perfects an appeal,
all motions predicated on the pendency of an appeal are premature.
Connie and Beck do not waive their substantive objections to these motions, but urge
the Court to dismiss them as premature.

23
IV.

24
25

26
27

PLAINTIFF'S MOTION FOR RECONSIDERATION SHOULD BE DENIED
A.

Introduction. Put simply, Reed's latest Memorandum is a slightly condensed

repetition of prior memoranda. Each point, argument and case authority, replicates what has

28
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1

2
3

earlier been argued by Reed and rebutted by various defense counsel. For this reason, Connie
and Beck request that:

4

1.

The Court incorporate prIor briefing (detailed below) as a more

5
6

fulsome response to these same arguments.

2.

7

Since the Court has been presented this material before and has ruled

8

on the very issues urged in the Plaintiffs Motion for Reconsideration, Reed's Motion

9

should be denied along with the potpourri of related motions mooted by the Opinion

10
11

of this Court.
B.

Court's Opinion. The heart of the Court's Opinion rests on two critical factual

12

13

findings:

14
15

1.

AlA had no earned surplus. See, Opinion, p. 8.

2.

Reed had adduced no proof that there was a shareholder vote to draw

16

on capital surplus for the redemption of Reed's shares. See, Opinion, p. 9.

17

From these two findings, this Court concluded that the 1995 Stock Redemption

18

Agreement violated Idaho Code § 30-1-6 as it existed in 1995. See, Opinion, p. 9.

19
The other critical conclusion of law was that this Court had the duty to raise and
20
21

resolve the issue of illegality once it came to its attention. See, Opinion p. 13.

22

The crucial defect in Reed's motions and supporting memorandum is that he does not

23

challenge the two material factual findings, nor does he show that this Court was in error on

24

its legal conclusions. Instead, Reed argues again what he argued before.

25
26

c.

Standard of Review. In Coeur d'Alene Mining Co. v. First National Bank of

North Idaho, 118 Idaho 812, 800 P.2d 1026 (1990), the Idaho Supreme Court discussed the

27

28
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1

2

3

4
5

6
7

8

9
10

function of a trial court when presented with a Rule 11 (a)(2)(B) motion for reconsideration of
an interlocutory order granting summary judgment:
... we view the function of the trial court to be different when
presented with a motion for reconsideration of an interlocutory
order pursuant to I.R.C.P. 11 (a)(2)(B). When considering a
motion of this type, the trial court should take into account any
new facts presented by the moving party that bear on the
correctness of the interlocutory order. The burden is on the
moving party to bring the trial court's attention to the new facts.
We will not require the trial court to search the record to
determine if there is any new information that might change the
specification of facts deemed to be established. Emphasis added

11

Id. at 823, 1037. (Emphasis added.)

12

The Idaho Court of Appeals in Nationsbanc Mortg. Corp. of New York v. Cazier, 127

13

Idaho 879, 884, 908 P.2d 572,577 (1995) was presented a similar situation. The Nationsbanc

14

15

case involved the defendants' refusal to surrender property after foreclosure. The district
court granted summary judgment in favor of the plaintiff mortgage corporation.

The

16
17

defendants then moved for reconsideration and summary judgment in their favor, arguing that

18

the plaintiffs legal description of the property was flawed, and they provided affidavits to

19

attack the correctness of a survey of the land. The district court concluded that the opinions in

20

the affidavits were conc1usory and, therefore, presented no new evidence to create a genuine

21

issue of material fact, a position with which the appellate court agreed.

22

This case stands only for the unremarkable principle that when summary judgment

23

could be prevented by the presentation of new evidence raising a factual issue for trial,
24

25

26
27
28

evidence that does not rise to that standard will not require that an order for summary
judgment be vacated. Nationsbank, supra.
Reed may also succeed on his Motion for Reconsideration if he shows this Court
where a factual error was committed. Reed makes no attempt to do this.
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1

2

3
4

The factual record, (resting primarily on conclusory affidavits and "statements of
facts" by Reed's counsel), is identical to the record before the court on April 23, 2009 (the
date of the argument on summary judgment) and May 12,2009 (the argument on Reed's 56(f)

5

6
7

Motion). As such, this matter, as was the motion in Nationsbank, supra, should be denied.
D.

Reed's Memorandum Provides the Court No Competent Basis to Grant a

8

Motion For Reconsideration. Reed provides the Court no new facts that would controvert the

9

material facts found to be uncontroverted for purposes of summary judgment. Reed also

10

points out no error in the legal conclusions reached by this Court. Rather, Reed's briefing

11

merely repeats legal arguments made, rebutted and argued prior to entry of summary

12
13

14

judgment.
A review of the Plaintiffs briefing filed on April 9, 2009 shows a 75 page

15

Memorandum of Law in Opposition to Connie Taylor and James Beck's Motion for Partial

16

Summary Judgment and a 58 page Statement of Facts in Opposition to Connie Taylor and

17

James Beck's Motion for Partial Summary Judgment signed by Plaintiffs counsel (who later

18

conceded that the so-called Statement of Facts was really just part of his briefing).

19
Reed's Memorandum filed July 9, 2009 argues the same legal theories and relies on

20
21

the same asserted facts.

A fatal flaw in Reed's Memorandum is that he relies on the

22

conclusory affidavits of his lawyers to establish facts before the Court. For example, at

23

footnote 3, p. 12 of Reed's Memorandum it is asserted "All of the foregoing facts are

24

contained in Reed Taylor's Statement of Facts in Opposition to Connie Taylor and James

25
26

Beck's Motion for Partial Summary Judgment, which is incorporated by reference in all the
arguments asserted herein." See, Reed's Memorandum, footnote 3, p. 12.

27
28
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1
2

3
4

For this reason, Connie and Beck rely upon and incorporate herein the briefing filed
with this Court on their behalf subsequent to April 9, 2009, as well as the briefing filed by
other defense counsel in the same time period, including the following:

5
1.

6

Connie Taylor's and Becks Memorandum m Opposition to Reed

Taylor's Third 56(f) Motion, dated April 16,2009.

7

2.

8

9

Connie Taylor's and Becks Reply Memorandum in Support of Motion

for Summary Judgment, dated April 16, 2009.

10

3.

11

Connie Taylor's and Becks Supplemental Memorandum in Opposition

to Reed Taylor's Motion for Rule 56(f) Continuance and Joinder dated May 7, 2009.

12
4.

Response to Reed Taylor's (1) Objection to Rule 54 Certification as

13
Proposed by Connie Taylor, James Beck and Corrine Beck; (2) Notice of Future

14
15

Filings; (3) Request for Orders on all of Reed Taylor's Pending Motions; and (4)

16

Notice to all Defendants & Parties dated June 24, 2009 as well as the briefing filed by

17

other defense counsel in the same time period.

18
19

Connie and Beck also incorporate by reference the briefmg expected to be filed by
other Defendants in opposition to the Reed's pending motions.

20
E.

21

Idaho Code § 30-1-6 Should be Held to Render Reed's Contract

22

Unenforceable. As indicated above, Reed did not controvert the material facts found by the

23

Court.

24
25
26

The legal question then is whether the Redemption Agreement could be valid in spite
of these facts.

This Court has concluded that the statute was violated and, therefore, the

contract was unenforceable.

27
28
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1

2

3

Reed expends great effort to argue that he should be able to avoid the application of
the statutory standard. The Opinion of this Court duly considers each of these arguments and

4
rejects them and upholds the statutory prohibition.

5
6

Idaho Code § 30-1-6 prevents insiders from doing just what Reed did in this case.

7

This statute prohibits and prevents insiders like Reed from taking advantage of their position

8

to enrich themselves to the detriment of the corporation, its shareholders, creditors and

9

employees.

10

It is uncontroverted that:

11

1.

AlA was in difficult financial condition in 1995, having suffered great

12
13

financial losses in 1994 and continuing to 1995 and later.

2.

14
15

was the quintessential insider.

16
17
18

Reed was AlA's founder, majority shareholder, director and officer. He

3.

Reed utilized this position to obtain payments in excess of

$9,000,000.00 by AlA, despite its desperate financial condition. See, "Exhibit W" to
the Affidavit ofAimee Gordon appended hereto as Exhibit "1" for ease of reference.

19
As Mr. Brown so succinctly put in his prior arguments to this Court, Reed exploited

20

21

his insider position to "pillage the village."

22

Idaho Code § 30-1-6 erected strict standards that had to be complied with before an

23

insider could receive such payments. By signing a lucrative contract in violation of Idaho

24

Code § 30-1-6, Reed benefited literally by millions of dollars.

25
26

The Court's application of Idaho Code § 30-1-6 in its Opinion is supported by the
Court's findings of fact and squarely within the meaning and purpose of that statutory

27

28

prohibition.
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1

2

v.

3

CONCLUSION

4

The Plaintiff's Motion for Reconsideration should be denied; Plaintiff's Motion

5
pursuant to Idaho Code § 13-202, IRCP 54(b)(2) and IAR 13(a) should be dismissed as

6

7-

premature; the balance of Plaintiff's motions should be dismissed as mooted by the Court's

8

Opinion; and the Court should execute a final Judgment with the appropriate 54(b)

9

certification.

10

DATED this 16th day of July, 2009.

11
12

13

14

By:~~~~~_______________

15

16
17

18
19
20
21
22

23
24

25
26
27

28
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1

2

CERTIFICATE OF MAILING

3

I certify that on July 16,2009, at my direction, the foregoing Connie Taylor's, James
Beck's and Corrine Beck's Response to Plaintiff's Motions was served on the following in the
manner shown:

4
5

6
7
8

Counsel for Plaintiff: (copy)
Roderick C. Bond
Michael S. Bissell
Campbell, Bissell & Kirby, PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201-3816

[ ]
[ ]
[ ]

[J;

9
10
11

12
13

14
15
16
17
18

Counsel for AIA Services Corporation,
AIA Insurance, Inc. and Crop USA: (copy)
Gary D. Babbitt
[ ]
D. John Ashby
[ ]
Hawley Troxell Ennis & Hawley, LLP
[ ]
877 Main Street, Suite 1000
P.O. Box 1617
Boise, ID 83701-1617

fJ

Counsel for Crop USA Insurance: (copy)
James J. Gatziolis
Charles E. Harper
Quarles & Brady, LLP
300 North LaSalle Street, Suite 4000
Chicago, IL 60661-2511

[
[
[

]
]
]

f~

19

20
21
22
23
24

25
26

27

Counsel for R. John Taylor: (copy)
Michael E. McNichols
Clements, Brown & McNichols
321 13th Street
P.O. Box 1510
Lewiston,ID 83501
Counsel for Duclos and Freeman: (copy)
David A. Gittins
Attorney at Law
843 Seventh Street
Clarkston, W A 99403

[ ]
[ ]
[

]

[X
[
[
[

]
]
]

[1

U.S. Mail, Postage Prepaid
Hand Delivery
Facsimile (509) 455-7111
Overnight MaillFederal Express
Email mbissell@cbklawyers.com and
rbond(@,cbklawyers.com

U.S. Mail, Postage Prepaid
Hand Delivery
Facsimile (208) 342-3829
Overnight MaillF ederal Express
Email GBabbitt@hawleytroxel1.com
and jash@hteh.com

U.S. Mail, Postage Prepaid
Hand Delivery
Facsimile (312) 715-5155
Overnight MaillFederal Express
Email james.gatziolis@quarles.com
and charles.harper@quarles.com

U.S. Mail, Postage Prepaid
Hand Delivery
Facsimile (208) 746-0753
Overnight MaillF ederal Express
Email mmcnichols@clbrmc.com

U.S. Mail, Postage Prepaid
Hand Delivery
Facsimile (509) 758-3576
Overnight MaillF ederal Express
Email david@gittinslaw.com

28
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1

2
3
4

5
6

CERTIFICATE OF MAILING (cont.)
Counsel for AlA Services 401 (K) Plan: (copy)
Charles A. Brown
[ ]
[
]
Attorney at Law
[
]
P. O. Box 1225
Lewiston, ID 83501

[ji

u.S. Mail, Postage Prepaid
Hand Delivery
Facsimile (208) 746-5886
Overnight Mail/Federal Express
Email CharlesABrown@cableone.net

7

8
9

D

10
11

12
13
14

15
16
17
18
19
20
21
22

23
24

25
26
27

28
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EXHIBIT 1

DEFENDANT'S RESPONSE TO PLAINTIFF'S MOTIONS

U

tr:1
tr:1

'Tj

Pavmets to Reed and Donna
Cpmpared to operatJng Income

9/3012008

Z

U

~

""j
C/J

@

1995

AlA Insurance
Nellncome

Un·Consolidated
AlA ServIces
Nl'lt Income

(1,500,419)

(724,080)

Total Income

(2,224,499)

583,065

0

C

1996

757,591

(258.836)

498.755

C

D
E

tr:1
>-3
"'0

r

>
Z
>-3
......
'Tj
'Tj

C/J

~

0

>-3
......

F
G

1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

~

828,854
877,318
(5,061)
313,655
354,730
451,233
750,012
1.063,520
239,660
230,432
71,881
174.251

(359.739)
(910,219)
(793,738)
(531.963)
(593,414)
(354,658)
(411,941)
(469,475)
(390,380)
(534,4751
(519,459)
(657,296)

469,115
(32,901)
(798,799)
(218,308)
(238,684)
96,575
338,071
594,045
(150,720)
(304,043)
(447,578)
(483,045)

4,607,657

(7.509,673)

(2,902,01 IS)

905,880
958,094
918;766
707.692
353,052 .
172,520
221,948
275,932
301.148
245,999
277,426
81.066 H
6,592.648

*

Total to Reed

Payments
to Donna

Grand Total

351,894

36.138

1,904,065
469,996
240.000
590.060
140,000
96,065
309,083
15,963
488,473
905,880
958,094
918,766
707,692
353,052
172,520
221,948
275,932
301.148
245,999
277,426
117,204

293,467
293,985
289,826
295,820
57,677
47,850
48,000
90,000
120,000
120,000
120,000
55,000

2,255,960
469,996
240,000
910,979
140,000
96,065
309,083
15,963
488,473
1,199,347
1,252,079
1,208,592
1.003,512
410,129
220.371>
269.948
365,932
421,148
365,999
397,426
172,204

3,116,718

9,709,367

2,504,439

12,213,805

1.321,000
469,996
240,000

590,060

Z
C/J
0

A

B

C/J

"'0

Other Payments
to Reed

Cash Payments
to Reed

140,000
96.065
309,083
15.963
488,473

320,919

C/J

A
B

C

o
E
F
G
H

value of airplanes (agreed value permsurance policy)
*Amount
write off of personal AR
salal)'
legal bills· CaIrn cross & Hempelmann
write off CAP Bill
payment of Felts Field Airplane bill
cost of protected agents 9/30/08
Misc. expenses: personal expenses, peterson consulting, and retamer

of assumed liability is $672,339.85

~

-

..s:::.

., .••.• ,_.~ ... ~ .•.•• .,.., ......'_~ •• '4_ ... _ ........ " ...... ~ ..""................., ...I"'.. H...."'.. "'~.~'h .. , .............. I.... ' ••!Uh'..I.' •• , ...I;"" .......... -~""-l,."'rtnl"n.· ••&.""'...." ......,......... _........ __ •• ___ w....J ...._. _ _ •• _~ •• _ _........ ""

.......... ~ ..• "".,.~ ... "" •• ".- •• " .........- -•••••• ~ .... , .,••. , ..... .

Fi1LED

Michael E. McNichols
CLEMENTS, BROWN & McNICHOLS, P.A.
Attorneys at Law
321 13th Street
Post Office Box 1510
Lewiston, Idaho 83501
(208) 743-6538
(208) 746-0753 (Facsimile)
ISB No. 993

u:m JUL 17 M
;-';

9 61f

.

rMc~lfl"fn~

Attorneys for Defendant R. John Taylor

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person;

)
)
)

Plaintiff,

)
)

vs.

)
)
AlA SERVICES CORPORATION, an Idaho )
corporation; AlA INSURANCE, INC., an
)
Idaho corporation; R. JOHN TAYLOR and )
CONNIE TAYLOR, individually and the
)
community property comprised thereof;
)
BRYAN FREEMAN, a single person; and
)
JOLEE DUCLOS, a single person;CROP USA)
INSURANCE AGENCY, INC., an Idaho
)
Corporation; and JAMES BECK and
)
CORRINE BECK, individually and the
)
community property comprised thereof;
)
)
Defendants.
)
)

Case No: CV 07-00208
DEFENDANT R. JOHN
TAYLOR'S JOINDER IN AIA
SERVICES CORPORATION
AND AlA INSURANCE,
INC.'S, MEMORANDUM
IN RESPONSE TO
PLAINTIFF'S MOTION FOR
RECONSIDERATION,
MOTIONIREQUEST FOR
RULE 54(b) CERTIFICATION,
MOTION FOR ORDER TO
PROTECT PROPERTY AND
MOTION TO STAY

Defendant R. John Taylor joins in the MEMORANDUM IN RESPONSE

DEFENDANT R. JOHN TAYLOR'S JOINDER
IN AIA SERVICES CORPORATION AND AlA
INSURANCE INC.'S MEMORANDUM IN
RESPONSE TO PLAINTIFF'S
MOTION FOR RECONSIDERATION ... -1-

TO PLAINTIFF'S MOTION FOR RECONSIDERATION, MOTIONIREQUEST FOR

RULE 54(B)[sic] CERTIFICATION, MOTION FOR ORDER TO PROTECT
PROPERTY AND MOTION TO STAY filed on behalf of AIA Services Corporation and
AlA Insurance, Inc.
DATED: July 16,2009.
CLEMENTS, BROWN & McNICHOLS, P.A.

CERTIFICATE OF SERVICE
I hereby certify that on the 16th day of July, 2009, I caused to be served a
true and correct copy of the foregoing by the method indicated below, and addressed to
the following:
Roderick C. Bond
Michael S. Bissell
Campbell, Bissell & Kirby, PllC
7 South Howard Street, Ste. 416
Spokane, VVA99201
Facsimile: (509) 455-7111
rbond@cbklawyers.com
mbissell@cbklawyers.com
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Attorney for Intervenor, 401(k) Profit Sharing Plan
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF
THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
)
)
Plaintiff,
)
)
)
v.
)
AIA SERVICES CORP., an Idaho
)
corporation; AIA INSURANCE INC., an Idaho)
corporation, R. JOHN TAYLOR and CONNIE )
T AYLOR, individually and the community
)
property comprised thereof; BRYAN
)
FREEMAN, a single person; JOLEE DUCLOS,)
a single person; CROP USA INSURANCE
)
AGENCY, INC., an Idaho Corporation; and
)
JAMES BECK and CORRINE BECK,
)
individually and the community property
)
comprised thereof;
)
)
Defendants.
)

REED J. TAYLOR, a single person,

----------------------------)

AIA SERVICES CORPORATION, an Idaho )
corporation; and AIA INSURANCE, INC., an )
)
Idaho corporation,
)
Counter-Claimants,
)
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Charles A. Brown, Esq.
P.O. Box 1225/324 Main St
Lewiston, Idaho 8350 I
208-746-9947/208-746-5886 (fax)

v.
REED J. TAYLOR, a single person,
Counter-Defendant.

)
)
)
)
)
)

----------------------------)
CONNIE W. TAYLOR and JAMES BECK,
Counterclaimants,

v.
REED J. TAYLOR, a single person,
Counterdefendant.

)
)
)
)
)
)
)
)
)

----------------------------)
401 (K) PROFIT SHARING PLAN FOR
THE AIA SERVICES CORPORATION
Intervenor.

)
)
)
)

----------------------------)
COMES NOW the Intervenor by and through its attorney of record,
Charles A. Brown, and provides this joinder to the Memorandum in Response to Plaintiff's Motion
for Reconsideration, MotionJRequest for Rule 54(b) Certification, Motion for Order to Protect
Property and Motion to Stay as filed by AIA Services Corporation and AIA Insurance, Inc. and the
Defendants' Connie Taylor's, James Beck's and Corrine Beck's Response to Reed Taylor's: (1)
MotionJRequest For Rule 54(b) Certification; (2) Motion to Stay; (3) Motion for Order to Protect
Property; (4) Memorandum of Law Re Motion for Reconsideration; and (5) Clarification on Plaintiff
and Defendants' Motion to Strike Expert Affidavits as filed by Connie Taylor, James Beck, and
Corrine Beck.
DATED on this 17th day ofJuly, ~

jJ7..--

Charles A. Brown
Attorney for Intervenor, 401(k) Profit
Sharing Plan for AlA Services Corporation
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sent by facsimile to:
sent by facsimile and mailed by regular fIrst
class mail, deposited in the United States Post
Office to:
sent by Federal Express, overnight delivery
hand delivered to:
Emailed to: rbond@cbklawyers.com

Roderick C. Bond, Esq. @ 509-455-7111
Campbell, Bissell & Kirby, PLLC
416 Symons Building
7 South Howard Street
Spokane, VVA 99201
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deposited in the United States Post Office to:
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Office to:
sent by Federal Express, overnight delivery
hand delivered to:
Emailed to: mbissell@cbklawyers.com

Michael S. Bissell, Esq. @ 509-455-7111
Campbell, Bissell & Kirby, PLLC
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7 South Howard Street
Spokane, VVA 99201
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in the United States Post Office to:
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class mail, deposited in the United States Post
Office to:
sent by Federal Express, overnight delivery to:
hand delivered to:
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Michael E. McNichols, Esq. @ 746-0753
Bentley G. Stromberg, Esq.
Clements, Brown & McNichols, P.A.
321 13th Street
P.O. Box 1510
Lewiston, ID 83501
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in the United States Post Office to:
sent by facsimile to:
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class mail, deposited in the United States Post
Office to:
sent by Federal Express, overnight delivery
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Emailed to: GBabbitt@hawleytroxell.com &
jashby@hawleytroxeIl.com

Gary D. Babbitt, Esq. @ 208-342-3829
D. John Ashby, Esq.
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, ID 83701-1617
[Attorneys for Defendants AIA Services
Corporation, AlA Insurance, Inc., and CropUSA
Insurance Agency]

[Attorneys for Plaintiff]

[Attorneys for Plaintiff]

[Attorneys for Defendant R John Taylor]
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class mail, deposited in the United States Post
Office to:
sent by Federal Express, overnight delivery
hand delivered to:
Emailed to: james.gatziolis@quarles.com &
charles.harper@quarles.com

James J. Gatziolis, Esq. @ 312-715-5155
Charles E. Harper, Esq.
Quarles & Brady LLP
300 North LaSalle Street, Ste 4000
Chicago, IL 60654

[Attorneys for Defendant CropUSA Insurance
Agency]
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in the United States Post Office to:
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[Attorney for Defendants Connie Taylor & James
and Corrine Beck]
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RODERICK C. BOND, ISB No. 8082
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, W A 99201
Tel: (509) 455-7100
Fax: (509) 455-7111
Attorneys for Plaintiff Reed J. Taylor
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED 1. TAYLOR, a single person,
Plaintiff,

Case No.: CV-07-00208

v.

AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

PLAINTIFF REED TAYLOR'S REPLY
IN SUPPORT OF MOTION FOR
RECONSIDERATION

Defendants.
Plaintiff Reed Taylor submits this Reply in support of his Motions scheduled for hearing
on July 23, 2009:
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I. FACTS AS APPLICABLE TO ALL ARGUMENTS l

Reed Taylor is 72 years-old and has no college degree. 2 (Affidavit of Reed Taylor dated
July 21,2009 ("Reed Taylor Aff."), ,-r 2.) As a result of the Defendants' actions and the Court's
order, Reed Taylor has no steady or reliable source of income which is sufficient to support him.
(Id. at ,-r 4.) Reed Taylor was counting on the payment of his $6 Million Promissory Note for his

retirement. (Id.) At the time of the redemption of Reed Taylor's shares Connie Taylor was Reed
Taylor's sister-in-law and R. John Taylor was Reed Taylor's brother. (Id. at,-r 2.)
R. John Taylor has served as the President of AlA Services since its formation and has
been in charge of all day-to-day decisions for AlA Services and its subsidiaries since that time.
(Id. at ,-r 3.) R. John Taylor handled all legal and financial issues for AlA Services and its

subsidiaries. (Id.) Reed Taylor'S position as C.E.O. was more of an honorary nature as R. John
Taylor was making all operational decisions for AlA Services and its subsidiaries. (Id.) In fact,
there were many times that Reed Taylor was out of town for many days or weeks selling
insurance and marketing to associations and agents. (Id.) Donna Taylor, Reed Taylor'S ex-wife,
was issued her Series A Preferred Shares in AlA Services after they contributed virtually all of
the shares of AlA Insurance and other entities to AlA Services. (Id. at,-r 7.)
Reed Taylor was relying upon the funds to be received from his $6M Note for his
retirement and would never had assumed the over $650,000 debt for the Cessna airplane
transferred to him as partial consideration for the redemption of his shares if he would have
known that the Defendants were going to unlawfully transfer millions of dollars and never pay
him. (Id. at,-r,-r 5-6.)

I The facts asserted herein are incorporated by reference into each argument below and the arguments asserted in
Reed Taylor's Memorandum in Support of Reconsideration.
2 Reed Taylor's Affidavit contains a typo stating his age is 73 when his age is 72.
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In 1995 and during the negotiations and redemption of Reed Taylor's shares, AlA
Services had in-house-counsel, Daniel Spickler, who was also AlA Services' Secretary and VicePresident. (Id.

~

8 and Ex. A.) Richard Riley, the author of the opinion letter provided to Reed

Taylor, had also been AlA Services' long-time counsel, was intimately familiar with its legal
affairs, was licensed to practice law in Idaho, and the primary attorney representing AlA
Services for the redemption of Reed Taylor's shares. (Id. at

~~

8-9 and Ex. C; Bell Aff., Ex. A.)

AlA Services also had Mickey Turnbow representing it for the redemption of Reed Taylor's
shares and Mr. Turnbow, like Mr. Riley, was specifically referenced personally in the opinion
letter. (Reed Taylor Aff.,

~

8; Bell Aff., Ex. A.)

Reed Taylor asserted all nine elements of fraud in his Affidavit. (Reed Taylor Aff.,

~

10.)

Reed Taylor would have never agreed to sell his shares if he had been advised that the
redemption was illegal and was in fact persuaded to sell his shares by the Defendants in this
action. (Id. at

~~

4 and 11.) Reed Taylor had no knowledge that the redemption of his shares

violated I.e. § 30-1-6 or any other laws. (Id. at ~ 12.) Until the illegality defense was asserted in
this action, no one had explained to Reed Taylor or mentioned to him that I.C. § 30-1-6 existed
or need to be complied with in any way. (Id.) Reed Taylor did not, and could not, have tricked
five attorneys licensed to practice law in Idaho into redeeming his shares so that he could
"pillage the village" as asserted by Connie Taylor and James Beck, two of the people guilty of
being the direct and indirect recipients of millions of dollars of funds and assets from AlA
Services and its subsidiaries. (Id. at ~~ 7 and 12.)
III
III
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II. LEGAL AUTHORITY AND ARGUMENTS
A. The Court should grant Reed Taylor's Motion for Reconsideration of the
Opinion and Order on Defendants' Motion for Partial Summary Judgment and
enforce the redemption agreements.
1. AlA Services' shareholders' ratified, approved and/or acquiesced in the
redemption of Reed Taylor's shares as required by I.C. § 30-1-6.

Even if a corporation has insufficient earned surplus to redeem shares, capital surplus
may be utilized ifthe share buyback is approved by the shareholders. I.C. § 30-1-6.
I. C. § 30-1-6 does not specifically require shareholder approval for a corporation to
purchase shares and such an approval is only required to utilize capital surplus to redeem shares.

See I.C. § 30-1-6.

As asserted by Reed Taylor and found by the Court, AlA Services'

shareholders approved the redemption of Reed Taylor's shares prior to the redemption of his
shares on March 7, 1995, and R. John Taylor represented and warranted that the shareholders
approved the redemption.

(Hearing, Ex. AC; Bell Aff., Ex. B.)

Nevertheless, the Court

erroneously found that I.C. § 30-1-6 requires that shareholders approved the redemption of any
shares, but such is not the case by the clear reading of the statute-and the Defendants, including
R. John Taylor, have not testified otherwise. The only arguments asserted by the Defendants and
believed by the Court is that a specific shareholder consent has not been filed with the Court or
produced by Reed Taylor?
2. The shareholders had knowledge of the redemption terms before the
redemption agreements were signed and before the closing of the
purchase thereby waiving any voting formalities.

If shareholders waive formalities or acquiesce to a transfer made without ratification,
they cannot later challenge the transfer and this rule also applies to minority shareholders.
3 The Court made a finding that the Defendants have produced boxes and boxes of documents to Reed Taylor. Such
a finding is irrelevant if the requested documents are not produced and witnesses not ordered to testify at depositions
upon the filing of Reed Taylor's Motions to Compel.
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Philips Petroleum Co. v. Rock Creek Min. Co., 449 F.2d 664,667-68 (9 th Cir. 1971) (citing 19
AmJur.2d Corporations § 1014». "An affirmance of an unauthorized transaction can be inferred
from a failure to repudiate it." Restatement (Second) of Agency § 94 (2008). "Generally, a
corporation which has received and retained the benefits and advantages of a contract or
transaction may not raise the defense of ultra virus in order to escape its obligations under the
contract." 19 C.J.S. Corporations § 677 (2008).
AlA Services shareholders knew of the redemption terms and the security interests that
would be provided to Reed Taylor before the redemption agreements and $6M Note were
executed on July 22, 1995, and August 1, 1995, respectively. These facts are in the record and
undisputed. To the extent that a specific shareholder resolution was not obtained as argued by
the Defendants and the Court, the requirement was waived by the shareholders since the
redemption agreements were not signed until July 22, 1995, and the shareholders permitted the
redemption to proceed without taking action.

The Defendants, and the other shareholders,

waived any vote, whether specifically required by I.C. § 30-1-6 contemplated thereby, by their
knowledge of the redemption terms and security interests months prior to the execution of the
redemption agreements and closing of the transaction on July 22, 1995, and August, 1995.
These facts are not disputed by the Defendants or the Plan.
3. If the redemption agreements were illegal, the agreements should be
enforced because Reed Taylor was ignorant that the agreements violated
any law and the Defendants and their counsel represented to Reed Taylor
and his counsel that the agreements did not violate any laws.

Reed Taylor asserted that the agreements should be enforced in any event because he was
the most innocent of the parties and based upon the fact that the Defendants and their attorneys
(including Hawley Troxell-the law firm asserting the illegality defense, with whom Richard
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Riley is a partner) represented the redemption agreements did not violate any laws and were
approved by shareholders. See e.g., Williams v. Continental Life & Accident Company, 100
Idaho 71, 73-74, 593 P.2d 708 (1979); McShane v. Quillin, 47 Idaho 542, 277 P. 554, 559

(1929); see also Maudlin v. Pacific Decision Sciences Corporation, 137 Cal.AppAth 1001, 10 17,
40 Cal.Rptr.3d 724, 735 (Cal. Ct. App. 2006).
As with many other of Reed Taylor's arguments, the Defendants and Plan skate around
the facts and fail to respond. The Defendants AlA Services and AlA Insurance have submitted
no factual or legal evidence in opposition to Reed Taylor's arguments. (See AlA's Brief, p. 5)
The other Defendants and Plan have submitted nothing. There is no issue of fact here. These
arguments were previously asserted and the Defendants and Plan failed to respond. (See Reed
Taylor's Memorandum in Opposition to Partial Summary Judgment, pp. 39-41, 43-44; Reed
Taylor's Reply and Supplemental Memorandum dated May 12,2009, pp. 20-23).
Moreover, AlA Services also had in-house counsel licensed to practice law in Idaho, who
was also a Secretary and Vice-President of AlA Services at the time of the redemption. (Reed
Taylor Aff., pp. 4-5,

1 8 and Ex.

A.) Richard Riley was AlA Services' primary attorney for the

redemption of Reed Taylor's shares and an attorney licensed in Idaho at the time of the
redemption of Reed Taylor's shares. (Reed Taylor Aff., p. 5,

11 8-9;

Ex. C; Bell Aff., pp. 2-5

and Ex. A). Richard Riley also is now an attorney at Hawley Troxell-one of the law firms now
arguing the redemption was illegal. (Id.) Finally, Mickey Turnbow was also an attorney for
AlA Services and was licensed to practice law in the state ofIdaho at the time of Reed Taylor's
redemption. (Reed Taylor Aff., p. 5, 1 8 and Ex. B; Bell Aff., Ex. A.)
Instead, the Defendants assert that Reed Taylor now admits that he knew that AlA
Services had insufficient earned surplus.

Like other arguments and facts, the Defendants
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-misconstrue Reed Taylor's argument. First, Reed Taylor has never submitted in an affidavit or
otherwise that he knew AlA Services had insufficient earned surplus to redeem his shares.
Second, Reed Taylor's arguments was merely that if he as a shareholder should be imputed with
knowledge that AlA Services had insufficient earned surplus, so should the other shareholders as
they all received AlA Services' financial information. Finally, even if true, Defendants AlA
Services and AlA Insurance's arguments are irrelevant to Reed Taylor's arguments.
There is not factual dispute as to both Reed Taylor being the most innocent party and the
fact that AlA Services, John Taylor and AlA Services' counsel made representations and
opinions to him that the redemption was legal and all consents and approvals were obtained. The
Defendants have not and cannot assert any evidence contradicting Reed Taylor's legal and
factual arguments. Partial Summary Judgment should be entered in favor of Reed Taylor.
4. The redemption agreements are not illegal contracts and are enforceable
because I.e. § 30-1-6 does not prohibit a corporation from repurchasing
its shares.

A contract in violation of a statutory provision generally is void or illegal only if the
legislative body enacting the statute evidences an intention that such contracts be considered
void or illegal. Ets-Hokin & Galvan, Inc. v. Maas Transport, Inc., 380 F.2d 258 (8th Cir. 1967);

Gardiner Solder Co. v. SupaUoy Corp., Inc., 232 Cal.App.3d 1537, 284 Cal.Rptr. 206 (Cal.
1991 ).
Here, the Idaho Legislature did not include language in I.C. § 30-1-6 expressly stating
that any contract that violated the statute would be void. I.e. § 30-1-6. Moreover, the Idaho
Legislature made no express provision stating that shareholder approval must be in the form of a
shareholder resolution expressly authorizing the purchase of shares through capital surplus. Id.
Finally, the Idaho Legislature certainly never enacted I. C. § 30-1-6 with the intent that a
REED TAYLOR'S REPLY IN SUPPORT OF MOTION FOR RECONSIDERATION-7

corporation, its shareholders, and its attorneys would enter into such a transaction with no harm
to creditors and after the corporation's counsel has provided an express legal opinion stating that
the transaction was legal. See e.g., Post v. Bregman, 349 Md. 142, 707 A.2d 806 (Md. 1998)
(Rules of professional conduct constitute an expression of public policy have the force of law).
The Defendants have not and cannot dispute these facts.
5. It is not necessary for Reed Taylor to prove all elements of fraud to avoid
partial summary judgment.

Contrary to Defendants AlA Services and AlA Insurance's assertions (AlA's Brief, pp.
6-8.), an illegal agreement may still be enforced when fraud has occurred and there is no
distinction between fraud and constructive fraud as each pertains to the fraud exception. Trees v.
Kersey, 138 Idaho 3, 10, 56 P.3d 765, 772 (2002). A shareholder owes another shareholder

fiduciary duties when the parties are dealing on unequal terms. Weatherby v. Weatherby Lumber
Co., 94 Idaho 504, 507, 492 P.2d 43,46 (1972); Sewell v. Ladd, Mo.App., 158 S.W.2d 752 (Mo.

1942) (fiduciary duties can be found wherever there is trust).
R. John Taylor and Connie Taylor owed fiduciary duties to Reed Taylor as coshareholders holding superior knowledge of legal and/or financial affairs of AlA Services and as
family members to Reed Taylor. Thus, Reed Taylor need not prove all nine elements of fraud.
Reed Taylor argued in opposition to the Defendants' Motions for Partial Summary
Judgment the fraud exception to an illegal agreement.

(Reed Taylor's Memorandum in

Opposition to Partial Summary Judgment, pp. 51-52.) Neither the Defendants nor the Plan
responded to this defense.
Reed Taylor again asserted the fraud exception in his Memorandum of Law in Support of
Motion for Reconsideration. (Reed Taylor's Memorandum in Support of Reconsideration, pp.

REED TAYLOR'S REPLY IN SUPPORT OF MOTION FOR RECONSIDERATION - 8

19-20.)

Previously, the Defendants had never addressed the fraud exception argument until

Reed Taylor re-asserted it in his Motion for Reconsideration.

Now, the Defenda.l1ts AlA

Services and AlA Insurance assert that Reed Taylor must prove all elements of fraud and
constructive fraud to demonstrate an issue of facts exists as to the defense.
Once Reed Taylor raised the fraud defense, the burden is on the Defendants and Plan to
prove that no genuine issue of facts exists to the fraud defense and that Reed Taylor cannot
prevail on the defense as a matter of law. LR.C.P. 56. None of the Defendants or the Plan has
presented any evidence to rebut Reed Taylor's assertion of the fraud exception to enforce the
redemption agreement.

Nevertheless, to demonstrate that Reed Taylor is entitled to partial

summary judgment on the defense (as asserted in his Memorandum in Opposition to Partial
Summary Judgment), Reed Taylor testified as to all nine elements of fraud and the Defendants
are unable to rebut this testimony. (Reed Taylor Aff., pp. 6-7,

~

10.)

Although previously asserted, the Defendants do not deny that R. John Taylor (as signer
of the redemption agreements and the person who certified that the shareholders had ratified the
agreements), AlA Services (by and through the redemption agreements) and Eberle, Berlin, et
al.'s opinion letter (as agent for AlA Services) all represented to Reed Taylor that shareholder
approval and consent were obtained, that the redemption agreements were enforceable, and the
redemption agreements would not violate any laws. (Hearing, Ex. Z and AC; Bell Aff., Ex. A.)
Now, the defendants have elected to rescind these representations to argue otherwise, but, once
given, representations may not be unilateral rescinded.

There is no dispute that material

misrepresentations were made to Reed Taylor by the Defendants.
III
III
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6. Under I.e. § 30-1-6, AlA Services has a right to redeem shares its shares
and the Defendants and Plan are estopped from asserting insufficiency of
earned surplus.
A corporation and shareholders who develop an improper scheme to acquire the
corporations' stock lack standing to raise, and are estopped from raising, the issue of
insufficiency of the corporation's earned surplus ...
19 C.J.S. Corporations § 663 (2008) (internal citations omitted) (emphasis added).
A corporation has a right to redeem shares under 1. C. § 30-1-6. However, the defendants
and Plan are estopped from asserting a lack of earned surplus as a defense. Thus, the only facts
properly before the Court are that AlA Services redeemed its shares as was its right under I.C. §
30-1-6 and the only parties asserted insufficient earned surplus are those who have unlawfully
transferred and taken millions of dollars from AlA Services.

While Idaho law apparently

prohibits a party from asserting estoppel when he or she is an unlicensed contractor, unlicensed
architect or violates direct provisions of Idaho Code, Idaho law has not recently addressed a
slight violation of a statute in terms of a stock redemption statute, particularly when the
purported violation could have been prevented by the very parties asserting the illegality
argument. Idaho law should make an exception to the facts in this case.
7. The fact that the redemption agreements violated I.C. § 30-1-6 as found
buy the Court does not prohibit them from being enforced.
The fact that a contract violates a statute does not necessarily make the contract
unenforceable. Peterson v. Sunrider Corp., 48 P.3d 918 (Utah 2002). The court must consider
whether holding the contract unenforceable is to the benefit or detriment of the parties the statute
is designed to protect. Jd.
Here, even if the redemption agreements violated a portion of I.e. § 30-1-6, the
redemption agreements should still be enforced. Reed Taylor, a shareholder, is the intended
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beneficiary of I.C. § 30-1-6, not the defendants who have unlawfully transferred and utilized
millions of dollars of AlA Services' funds and assets, and, only after they have been caught,
assert the illegality defense some 13 years later to avoid liability. To rule otherwise would be to
sanction improper corporate buyback schemes and other unlawful acts among and between
shareholders to the benefit of those most sophisticated or guilty of corporate malfeasance.
8. Redeeming shares is not the substance of the illegality argument as a
corporation has the right to redeem shares under I.C. § 30-1-6.
The cases relied upon by the Court, the defendants and the Plan all involve acts which
violate the substance of the statute, i.e., conducting business as an unregistered contractor,
conducting business as an unlicensed architect, etc. See e.g., Trees v. Kersey, 138 Idaho 3, 56
P.3d 765 (2002).

The substance of a corporation redeeming shares is not an illegal act.

Moreover, the alleged illegal acts could, even as asserted by the Court, have been prevented by a
specific shareholder resolution authorizing the use of capital surplus and such a resolution could
have been voted on and passed by the very persons requesting that the Court find the agreement
illega1. 4
B. Exhibit 1 to Connie Taylor and James Beck's Response should be stricken and

excluded as evidence.
Portions of affidavits which are argumentative, speculative, conclusory, inaccurate,
unfounded, and/or unsupported should be stricken. Sprinkler Irrigation Company, Inc. v. John
Deere Insurance Company, Inc., 139 Idaho 691, 697, 85 P.3d 667 (2004).

Evidence must be relevant. LR.E. 402. "Although relevant, evidence may be excluded if
its ... outweighed by the danger of unfair prejudice, confusion of the issues ... or by considerations
As set forth in Reed Taylor's Statement of Facts, which is again incorporated by reference, along with all evidence
relied upon therein, into each and every argument asserted herein and in Reed Taylor's Memorandum in Support of
Reconsideration, John and Connie Taylor became the majority shareholders of AlA Services and could have voted
their shares in favor of using capital surplus after the redemption agreements were signed and the transaction closed.

4
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of delay, waste of time, or needless ... cumulative evidence." LR.E. 403. Hearsay is not
admissible evidence. LR.E. 802.

"[A ]ny redundant, immaterial, impertinent, or scandalous

matter" may be stricken by the court. LR.C.P. 12(f).
Reed Taylor previously objected to Exhibit 1 to Connie Taylor and James Beck's
Response dated July 16, 2009, when it was submitted attached to the Affidavit of Aimee as
Exhibit W (See Connie Taylor and James Beck's Response, p. 7 and Ex 1.). However, Exhibit 1,
as does Exhibit W to the Gordon Affidavit is inadmissible. The Defendants' use of the dollar
amounts on Exhibit 1 are irrelevant since the amount of funds paid to Reed Taylor has no
bearing on any of the arguments. The dollar amounts include payments for the use of Reed
Taylor's airplane (Reed Taylor Aff., pp. 3-4,

~~

5-6.) The exhibit contains hearsay. The dollar

amounts also include debts assumed by Reed Taylor as admitted by the Defendants. Finally,
Exhibit 1 confuses the issues and unfairly prejudices Reed Taylor by misrepresenting the true
amounts that he received.
III. CONCLUSION

The Court should grant Reed Taylor's Motion for Reconsideration, vacate its order
granting partial summary judgment to Connie Taylor and James Beck and enter an order granting
partial summary judgment to Reed Taylor holding that the redemption agreements are valid and
enforceable.
DATED: This 21 st day of July, 2009.
BY,PLLC

By: _ _ _

~_....L-_ _ _ _ _ _ _ __

Roderick C. Bond
Attorneys for Plaintiff Reed J. Taylor
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CERTIFICATE OF SERVICE
I, Roderick C. Bond, declare that, on the date indicated below, I served a true and correct
copy of the foregoing and the Affidavit of Reed Taylor (wi Exhibits A-C) on the following
parties via the methodes) indicated below:

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, WA 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman

Michael E. McNichols
Clements Brown & McNichols
321 13 th Street
Lewiston, ID 83501
Attorney for R. John Taylor

David R. Risley
Randall, Blake & Cox
1106 Idaho St.
Lewiston, ID 83501
Attorney for Connie Taylor, James Beck and
Corrine Beck

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
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James 1. Gatziolis
Charles E. Harper
Quarles & Brady LLP
Citigroup Center, 500 West Madison Street
Suite 3700
Chicago, IL 60661-2511
Attorneys for Crop USA Insurance Agency

Charles A. Brown
Attorney at Law
324 Main Street
Lewiston, ID 83501
Attorneys for AlA Services 401 (k) Plan

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered - Via Messenger
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)

Signed this 21 st day of July, 2009, at Lewiston, Idaho.

Roderick c.

«
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RODERICK C. BOND, ISB No. 8082
MICHAEL S. BISSELL, ISB No. 5762
CAMPBELL, BISSELL & KIRBY PLLC
7 South Howard Street, Suite 416
Spokane, WA 99201
Tel: (509) 455-7100
Fax: (509) 455-7111
Attorneys for Plaintiff Reed J. Taylor
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Case No.: CV-07-00208
Plaintiff,
v.

AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an
Idaho corporation; R. JOHN TAYLOR and
CONNIE TAYLOR, individually and the
community property comprised thereof;
BRYAN FREEMAN, a single person; JOLEE
DUCLOS, a single person; CROP USA
INSURANCE AGENCY, INC., an Idaho
Corporation; and JAMES BECK and
CORRINE BECK, individually and the
community property comprised thereof;

AFFIDAVIT OF REED J. TAYLOR IN
SUPPORT OF PLAINTIFF REED J.
TAYLOR'S MOTION FOR
RECONSIDERA TION

Defendants.

STATE OF IDAHO

)
) ss:
COUNTY OF NEZ PERCE )
I, Reed J. Taylor, being first duly sworn on oath, deposes and says:
1.

I am over the age of eighteen years, competent to testify in court, the

plaintiff in the above-entitled action, and make this Affidavit based upon my personal
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knowledge.
2.

I am 73 years-old. I have no college degree and always worked very hard

as an insurance salesman over the years. R. John Taylor is my brother. I first hired R.
John Taylor after he had been an accountant, had passed the CPA exam, and had obtained
his law degree and bar admission to Idaho. Connie Taylor was my sister-in-law during
the negotiations for my shares to be redeemed through the time she was divorced from R.
John Taylor in or about December 2005. Connie Taylor was also my attorney in Taylor
v. Maile, et al., when she asserted the illegality argument and has remained my attorney

on that case.
3.

John Taylor has served as President for AlA Services since its formation

and has been in charge of all of the legal and financial affairs of AlA Services and its
subsidiaries since that time. I believed that as my brother, as an accountant, and as an
attorney, R. John Taylor would properly care for the legal and financial affairs of AlA
Services. The board of directors agreed and these duties were delegated and handled by
R. John Taylor. I had very little understanding of legal issues as R. John Taylor had

always handled the office, financial and legal affairs of the AlA corporations, while I was
out in the field selling. My position as c.E.O. was more of an honorary title than a
functional one as R. John Taylor, the President of AlA Services, was in charge of all dayto-day operations and decisions of AlA Services and its subsidiaries. In fact, there were
many times that I would be out of town for many days and/or weeks selling and
marketing insurance products and recruiting new associations and agents in other states
and would never even be in AlA's office or even see any of AlA's office employees. R.
John Taylor's decision making control is further evidenced by the many inappropriate
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financial transaction referenced in my Statement of Facts in Opposition to Defendants'
Motion for Summary Judgment.
4.

I presently have no steady and reliable source of income, other than

interest accrued on a limited amount of funds in my IRA, which are insufficient to
support me. I was relying upon the payments and eventual payment in full of my $6
Million Note for my retirement funds. I would have never agreed to sell my shares had I
been told that my $6 Million Note would never be honored. When I sold my shares, R.
John Taylor, James Beck, Michael Cashman and others wanted to take AlA Services a
different direction and attempt to take it public. I did not agree with their ideas, which
help persuade me to sell.
5.

The total amount of dollars paid to me over the years as reflected in the

attached Exhibit 1 to Connie Taylor and James Beck's Response is incorrect. First, I had
to assume the loan for over $650,000 owed on the Cessna Conquest that was transferred
to me as a part of the consideration of the redemption of my shares. Other items on
Exhibit 1 are also incorrect. Over the years, I have incurred hundreds of thousands of
dollars in expenses, insurance and maintenance for the Cessna Conquest transferred to
me, while AlA and John Taylor used the plane and at certain times and on certain
occasions paid for the use of the plane (which such payments are included in the
payments referenced on Exhibit 1 and were not payments for my redemption).
6.

I would have never kept the Cessna Conquest or agreed to accept it as

partial consideration for the redemption of my shares had AlA Services, John Taylor and
the other defendants in this action represented to me that they were going to transfer
millions of dollars out of AlA Services and its subsidiaries and then later argue that my
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$6 Million Note, plus accrued interest, would never be paid. As it stands, I am owed over
$9 Million for the note, plus accrued interest.
7.

Also depicted on Exhibit 1 are purported payments to Donna Taylor, my

ex-wife. She, like me, has never been paid as promised. The Series A Preferred Shares
owned by her were issued to her as part of our divorce because we contributed virtually
all of the shares of AlA Insurance to AlA Services, along with shares of other entities. I
had founded AlA Insurance long before I hired R. John Taylor. AlA Insurance generated
over $50,000,000 in commissions and other revenue after I sold my shares in AlA
Services and these funds were in part unlawfully used to form, operate, fund, transfer
millions of dollars to, and provide employee time and efforts for CropUSA Insurance
Agency, Inc., for the benefit of R. John Taylor, Connie Taylor, James Beck, JoLee
Duclos, and others. I have also learned that R. John Taylor and Connie Taylor have
transferred property through the AlA corporations to themselves, provided hundreds and
hundreds of thousands of dollars in funding and inappropriate loans to Pacific Empire
Radio Corporation and other entities relating to the radio business, which such funds
were all derived from the AlA corporations, along with receiving approximately over
$2,000,000 in salary, compensation, and other benefits from AlA Services from the time
I sold my shares to the present time.
8.

From January 1995, through the end of 1995 (the entire time of the

negotiations for the redemption of my shares), AlA Services had in-house-counsel
representing it named Daniel Spickler. Mr. Spickler was also AlA Services' secretary
and a vice president during the 1995 calendar year and he is now the Nez Perce County
Prosecuting Attorney. Attached as Exhibit A is a true and correct copy of the attorney
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information on Daniel Spickler which I obtained from the Idaho State Bar website, which
shows Mr. Spickler has been licensed to practice law in Idaho since 1982. At no time did
Mr. Spickler or anyone else advise me that the redemption of my shares violated any laws
or statutes. Despite my requests and motions to compel, we have never been provided
the opportunity to depose Mr. Spickler to ascertain any facts surrounding the redemption
of my shares, shareholder meetings and board meetings. Attached as Exhibit B is a true
and correct copy of the attorney information on Mickey Turnbow which I obtained from
the Idaho State Bar website. Mr. Turnbow was one of the attorneys that represented AlA
Services in the redemption of my shares and issued the opinion letter to me. Richard
Riley was the primary attorney for the negotiation and finalizing of the redemption
agreements for the redemption of my shares. Attached as Exhibit C is a true and correct
copy of Richard Riley's print out that I obtained from the Idaho State Bar website. As
indicated in the attached Exhibit C, Mr. Riley is now practicing law with Hawley,
Troxell, et aI., one of the firms asserting the illegality argument.
9.

The negotiations for the redemption of my shares commenced months

before the signing of the Stock Redemption Agreement, Stock Pledge Agreement,
Security Agreement and ancillary agreements were executed on and after July 22, 1995
("agreements"). Upon advise of my counsel Scott Bell, I conditioned the sale of my
shares on AlA Services obtaining all necessary approvals and consents from all
shareholders, that the agreements did not violate any laws, and that AlA Services' outside
counsel, Richard Riley and Mickey Turnbow of Eberle, Berlin, et al., would provide me
with legal opinions and representations that the agreements were enforceable, approved
by shareholders and did not violate any laws.
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Richard Riley and other attorneys at

Eberle, Berlin, et al., had represented AlA Services and its subsidiaries for years prior to
the redemption of my shares and were intimately familiar with their operations and their
legal affairs.
10.

Through the Stock Redemption Agreement (signed by R. John Taylor),

agreements (signed by R. John TayIOl), the certificate signed by R. John Taylor on
August 16, 199 5 (which was a document required prior to closing the redemption of my
shares, the contents of which were provided to us prior to closing), and Richard Riley,
Mickey Turnbow, and Eberle, Berlin, et al.' s representations contained in their Opinion
Letter dated August 15, 1995 1 (which was a document required prior to closing the
redemption of my shares the contents of which were provided to my attorney prior to
closing), (1) AlA Services, its attorneys, and R. John Taylor represented to me
(including, without limitation) that AlA Services had the power and authority to enter
into the Redemption Agreements and agreements, that all necessary shareholder
approvals and consents were obtained, that the agreements were enforceable, and that the
agreements would not violate any laws; (2) these representations were false as set forth in
the Court's Opinion and Order dated June 17, 2009; (3) these representations were
material and were used to induce me to sell my shares in AlA Services through the Stock
Redemption Agreements and agreements, but for these representations I would have
never permitted my shares to be redeemed in AlA Services; (4) I was ignorant as to the
falsity of these representations and had no reason to doubt in the slightest that the
Redemption Agreements and agreements violated Idaho law or

I.e. § 301-6, particularly

when R. John Taylor, Connie Taylor, Daniel Spickler, Richard Riley and Mickey
1 The opinion letter as it applies to this case only relates to Richard Riley, Mickey Turnbow and Eberle,
Berlin, et al. 's representations as agents for AlA Services, and not their acts and/or omissions pertaining to
my claims against them.
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Turnbow all had superior knowledge to me because they were all attorneys licensed to
practice law in Idaho and R. John Taylor, Richard Riley, Mickey Turnbow and Daniel
Spickler had superior knowledge of legal issues and the financial affairs of AlA Services
and its subsidiaries; (5) I relied upon these representations when I agreed to have all of
my shares redeemed by AlA Services, but for these representations I would have never
agreed to sell my shares in AlA Services-these representations were all made to induce
me to have my shares redeemed by AlA Services; (6) I justifiably relied upon these
representations and again had no reason to not justifiably rely upon the representations.
For example, R. John Taylor (my brother), Connie Taylor (my sister-in-law), Daniel
Spickler (AlA Services' in-house-counsel), Richard Riley (AlA Services' outside
counsel), and Mickey Turnbow (AlA Services' outside counsel) and Eberle, Berlin, et al.
(AlA Services' outside law firm) were all attorneys licensed to practice law in the state of
Idaho or a law firm comprised of attorneys licensed to practice law in the state of Idaho, I
justifiably relied on the fact that not a single one of them objected to the redemption of
my shares and all consented to the redemption of my shares; and (7) I have now been
damaged by way of the Court's Opinion and Order dated June 17, 2009, in which the
Court found the redemption of my shares was illegal and it was refusing to enforce the
agreements, through which such agreements, and specifically the $6 Million Promissory
Note, AlA Services owes my over $9 Million, plus the payment of my attorneys' fees
incurred to date in the amount exceeding hundreds of thousands of dollars. In addition,
R. John Taylor owed me fiduciary duties as my brother and as a shareholder of AlA
Services to ensure all laws were complied with, as did Connie Taylor my sister-in-law
and a co-shareholder of AlA Services.
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11.

I would never have agreed to sell my shares had anyone advised me that it

would was illegal or the agreements would be illegal contracts.

As I have testified

before, I had to be persuaded to sell my shares in AlA Services. The defendants argue
now that I "pillaged the village" yet they are the ones who have unlawfully transferred
millions of dollars from AlA Services and its subsidiaries to themselves, CropUSA and
other corporations, and have made the illegality argument to avoid liability for their acts
and not pay me the money that I am owed.
12.

I had no knowledge of share redemption laws or statutes in Idaho and I

had no knowledge of the existence or meaning of I.C. § 30-1-6 until the issue was raised
in this action. Until this action, no one has ever explained or mentioned to me that I.C. §
30-1-6 existed or needed to be complied with in any way, let alone how to comply with
it. I would have never agreed to have my shares redeemed in AlA Services but for the
overwhelming majority of the other shareholders voting and desiring to have my shares
redeemed. For the defendants to make the inference that I somehow pulled the wool over
the eyes of five attorneys licensed to practice law in Idaho and shareholders who voted
and approved of the redemption of my shares is a not only incorrect, but also not
supported by any evidence.

I never forced anyone to redeem my shares through a

majority vote of my shares or otherwise.
DATED: This 21 st day of July, 2009.

AFFIDAVIT OF REED 1. TAYLOR - 8

SUBSCRIBED AND SWORN to before me this 21 st day of July, 2009.
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